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Highlights 


(Dollar Amounts In Thousands Except Per Share Statistics) 



1976 

1975 

Change 

FOR THE YEAR ENDED DECEMBER 31 

Net sales and revenues. 

$5,753,568 

$4,837,643 

+ 

18.9% 

Net earnings. 

Net earnings per common share: 

353,893 

338,673 

+ 

4.5% 

Primary. 

7.48 

7.39 

+ 

1.2% 

Fully diluted. 

6.90 

6.71 

+ 

2.8% 

Dividends per common share. 

Net earnings as a percentage of 

3.13 

2.93 

+ 

6.8% 

net sales and revenues. 

6.2% 

7.0% 



Return on average total capital. 

Return on average common 

13.8% 

15.2% 



stockholders' equity. 

17.6% 

19.0% 



Capital expenditures. 

$ 210,843 

$ 196,722 

+ 

7.2% 

AT YEAR END 

Working capital. 

$1,030,572 

$ 983,673 

+ 

4.8% 

Book value per common share.. 

44.59 

40.68 

+ 

9.6% 

Number of stockholders. 

117,421 

121,398 

- 

3.3% 

Number of employees. 

37,296 

34,666 

+ 

7.6% 
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Letter to Stockholders 


It is with pleasure we report to you that 1976 was 
another year of record sales and revenues and net 
earnings. Perhaps even more important, 1976 was 
a year in which we made substantial investment in 
facilities and in our management organization to 
provide future growth and improved performance 
at R.J. Reynolds and its subsidiary companies. 

Sales increased 19 percent to a record $5.75 
billion and net earnings rose to a record $354 
million, despite a swing between 1975 and 1976 of 
$25 million, or 48 cents per share (fully diluted), 
from unrealized foreign currency translations that 
the Company is required to report under a 
controversial accounting rule introduced in 1975. 
We also had higher expenses in several of our 
subsidiaries to provide the base for higher levels of 
future growth. Fully diluted earnings per share 
were up 19 cents to $6.90. 

At its October meeting your Board of Directors 
voted to raise the quarterly Common Stock 
dividend to 82 cents per share, an increase of 5 
cents over the amount paid in the previous four 
quarters. The Company’s dividend payment per 
common share has increased each year for the 
past 23 years except for 1971, when dividend 
increases were prohibited by Federal economic 
guidelines. Last year was the 77th consecutive 
year of dividend payments. 

We are pleased with what we have ac¬ 
complished during the year and believe 1977 will 
begin to show increased results from some of our 
efforts that should have favorable impact on our 
Company's operations for many years. We will 
continue to build in the coming years and currently 
estimate our capital expenditures for the next three 
years to total $1 billion, with about half being 
devoted to our energy business. 

The accomplishments of 1976 have provided us 
with the kind of organization that can better help us 
fulfill the objectives we established when we 
began to diversify into nontobacco industries in the 
1960s. 

In September we revised and strengthened the 
structure of our corporate staff to provide more 
effective direction to the total corporation from 
corporate headquarters. We created a manage¬ 
ment committee consisting of ourselves and four 
executive vice presidents, who will act as a 
cabinet, aiding us in making decisions affecting 
the entire corporation. 

(On March 1,1977, Joseph F. Abely Jr. will join 
the management committee as an executive vice 
president and chief financial officer.) 

Each executive vice president is responsible for 
a different sector of our business. James R. 
Peterson oversees domestic consumer products. 
J. Tylee Wilson is responsible for international 
consumer products. Michael R. McEvoy looks 
after our transportation interests. Jack B. 
Sunderland handles our energy business. 

We will retain primary responsibility for overall 
corporate goals and direction, with the executive 
vice presidents providing us with analysis and 
counsel. 


The executive vice presidents will oversee their 
sectors while acting as a group to look across 
industry lines to see where the corporation can 
best allocate its resources. 

This new management structure will free the two 
of us to concentrate on long-range issues of 
central importance to R.J. Reynolds Industries and 
to spend more time on the broader critical issues of 
the subsidiaries. 

We feel this method of management can best 
support each of the subsidiaries in accomplishing 
its goals, while at the same time maximizing 
performance of the corporation as a whole. In 
addition, this new organization broadens the 
number of senior management executives familiar 
with the activities of the entire corporation and 
provides a vehicle and mechanism for future 
management succession. 

Two members of the Board of Directors retired 
during 1976 after many years of productive service 
to the Company. J.H. Sherrill and William R. 
Lybrook both contributed to bringing the Company 
to the stature it has achieved today. 

Dr. Juanita M. Kreps resigned in January 1977 
as a director to become Secretary of Commerce in 
President Carter's Cabinet. 

In February 1977 Malcom P. McLean resigned 
as a director. 

Three directors were named to the Board during 
1976: James R. Peterson, J. Tylee Wilson and 
Albert L. Butler Jr., president of TheArista Com¬ 
pany. 

In February 1977 Joseph F. Abely Jr. was 
elected to the Board of Directors. 

Many changes in the top executive positions of 
the subsidiaries occurred in 1976 that will 
strengthen their ability to perform in the coming 
years. 

J. Tylee Wilson moved from the chief executive 
spot at RJR Foods, Inc. to become chairman and 
chief executive officer of the newly created R.J. 
Reynolds Tobacco International, Inc. G. Dee 
Smith became-president of the new subsidiary, 
moving from chief executive of Macdonald 
Tobacco Inc., our Canadian tobacco subsidiary. 

Robert L. Remke became chairman and chief 
executive officer at RJR Foods, Inc., where he had 
been president. James H. Corrigan Jr. moved from 
the presidency of RJR Archer, Inc. to the 
presidency of the Foods Company. 

Carroll G. Tompson became president and chief 
executive officer of RJR Archer, Inc., moving from 
his position as vice president of research and 
development at R.J. Reynolds Tobacco Company. 

Charles I. Hiltzheimer was named chairman and 
chief executive officer of Sea-Land Service, Inc., 
replacing Michael R. McEvoy, who became an 
executive vice president of R.J. Reynolds In¬ 
dustries. Henry L. Gilbertson replaced Hiltzheimer 
as president, moving from an executive vice 
president position at Sea-Land. 

The Company’s International Advisory Board 
met twice in 1976, in Amsterdam and in Los 
Angeles. The Board, now in its second year, is 
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fulfilling its purpose of giving top management of 
R.J. Reynolds Industries the opportunity to utilize 
the expertise of international business leaders. In 
addition, there has been increasing contact 
between the Board members and top manage¬ 
ment of the subsidiary companies on matters 
pertaining to international operations. 

During the year the Company completed a self- 
initiated investigation into its business practices 
and made a voluntary disclosure to the Securities 
and Exchange Commission. The results of the 
investigation were made public in September. Full 
details were published in the third Quarterly Report 
to Stockholders. 

The Company has reaffirmed the standards it 
expects of its employees with publication of 
standards of business conduct applicable 
throughout the corporation. 

We believe that 1976 will be a year we will look 
back on as a crucial one for R.J. Reynolds. In 1976 
we combined some of the elements that helped 
give R.J. Reynolds Tobacco Company its enduring 
success with a management structure engineered 
for a diversified corporation. 

The common element that is instilled in all our 
businesses is the responsiveness to consumer 
demands that has been a hallmark of the Tobacco 
Company since its founding. To us this quality is 
the fundamental characteristic of American 
business. 

From the beginning, R.J. Reynolds tobacco 
products succeeded because they anticipated 
consumer demand and because the company 
created innovative sales and marketing tech¬ 
niques to match its products. 

With our other subsidiaries it is much the same 
story. Three of them are in industries basic to 
human needs and to society — foods, energy and 
transportation. In all of our businesses we are 
working to anticipate consumer needs and desires 
and to meet them before anyone else. 

Sea-Land Service, Inc. pioneered the concept of 
containerized shipping, the most effective way to 
ship general cargo. Over the years it has 
developed many container designs with special¬ 
ized uses to serve its customers’ demands and has 
added ships and routes as those demands 
increased. 

Aminoil International, Inc. acquired major U.S. 
holdings in 1976 with the $522 million acquisition 
of the principal U.S. properties of the Burmah Oil 
Company Limited and has embarked on a program 
that stresses exploration for oil and natural gas in 
the United States, where discoveries are badly 
needed. It is also working on a project involving 
geothermal energy, which holds great promise for 
helping fulfill future U.S. demand for energy. 


RJR Foods, Inc. has begun a program of growth 
in an industry which has played a central role in the 
development of the American urban society in this 
century. The industry’s response to changing 
conditions and demands has been instrumental in 
helping create our contemporary way of life. We 
believe the demands that will be placed upon the 
foods industry in the years to come will present 
opportunities to foods companies that have the 
resources to compete to satisfy those demands. 
RJR Foods has shown its ability to compete in this 
environment and we intend to support it in its 
efforts. 

R.J. Reynolds Tobacco International, Inc. has 
already begun to follow the pattern of response to 
consumer demands abroad that Reynolds Tobac¬ 
co has established at home. We are confident this 
formula of finding out what the consumer wants 
and then supplying it will work as well in foreign 
countries as in the United States. 

RJR Archer, Inc. plays a double role in serving 
consumers. It has successfully kept Reynolds 
Tobacco supplied with the latest packaging 
applications while developing leadership in certain 
industry sectors where it serves outside 
customers. 

As you read about our businesses on the pages 
that follow you will see this theme of respon¬ 
siveness to consumer desires running as a thread 
throughout. We are stressing this ideal because 
we believe whatever success our companies have 
had has flowed directly from this trait and that in the 
future it will become increasingly crucial to a 
corporation's prosperity and existence. 

We have also included a section describing 
what we are doing as a diversified corporation to 
serve our community and our society. As a good 
corporate citizen, we believe we have certain 
responsibilities to contribute to the well-being of 
our country, our customers, our employees and 
the communities where we operate. 

Respectfully submitted tor the Board of Directors, 



Colin Stokes 

Chairman 



J. Paul Sticht 
President 


February 17,1977 
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R.J. Reynolds Tobacco Company's 
superior ability to anticipate changing 
smoker demands and respond to them 
with innovative, quality products has 
never been more clearly demonstrated 
than in the last five years. Since 1971,78 
percent of its national brand introductions 
have been successful as compared to a 
success rate of 19 percent for the rest of 
the industry combined. These new 
products made a significant contribution 
to the company's success in 1976. 

Reynolds Tobacco recorded its second 
consecutive annual increase in share of 
U.S. cigarette sales in 1976, ending the 
year with 33.4 percent of the market. Unit 
sales volume was up over 2 percent, 
about double the overall industry in¬ 
crease. For the fourth consecutive year, 
the company strengthened its leadership 
position in the low “tar" category, the 
fastest-growing segment of the market 
and a key to the company's continued 
leadership of the U.S. tobacco industry. 

Low "tar" brands represent the future 
direction of the tobacco industry, and 
Reynolds Tobacco is responding to 
smoker demand with the leading low 
numbers products. The low “tar" segment 
grew 45 percent during 1976, accounting 
for more than 15 percent of all cigarettes 
sold, and Reynolds Tobacco brands have 
40 percent of this growing segment. 

Four Reynolds Tobacco products — 
WINSTON, SALEM, CAMEL and VANTAGE 
— were among the 10 top-selling brand 
families for the year. The company placed 
six brands among the 25 sales leaders, 
with low “tar" brands and brand variations 
playing a large role in the company’s 
strong showing. This performance took 


place in a market where some 170 
cigarette brands and brand variations 
compete for the consumer's attention. 

SALEM LIGHTS, which became the 
nation’s leading low "tar" menthol brand 
in 1976, was boosted by the successful 
September introduction of 100mm SALEM 
LONG LIGHTS. Its increased sales helped 
make the SALEM family the fastest- 
growing among the top five. 

The WINSTON brand family was 
affected by a general decline in sales 
among full flavor brands, and lost volume 
despite strong performance by WINSTON 
LIGHTS. CAMEL FILTER was an exception 
in the overall decline among full flavor 
filter brands, recording a sales increase of 
more than 3 percent. 

VANTAGE continued its outstanding 
growth during 1976, ending the fourth 
quarter as the leading low "tar” brand by a 
wide margin and ranking ninth among the 
top 10. Plans were completed late in the 
year to improve the brand's leadership 
position with the introduction of VANTAGE 
100mm early in 1977. DORAL, another of 
the company’s low "tar" brands, ranked 
24th. 

MORE, Reynolds Tobacco’s 120mm 
product, outsold its closest 120mm 
competitor by more than a 2-to-1 margin 
during the year and became the 23rd 
most popular brand. 

NOW, the company’s ultra-low "tar" 
entry, halved its "tar" content to 1 mg. in 
1976. NOW was introduced late in 1975 
after Reynolds Tobacco recognized a 
significant demand for ultra-low "tar” 
brands, and now’s performance has met 
the company's expectations. 

Historically, Reynolds Tobacco’s 


(Opposite page) 

A member of the company’s 
expert taste panel judges 
blends. The red light hides the 
cigarette's identity. 

(Clockwise from left) 

The Marketing Research 
Department interviews more 
than 750,000 smokers every 
year, many of them by long¬ 
distance telephone from 
Winston-Salem. 

R.J. Reynolds Tobacco 
produces cigarettes to suit 
every market category as well 
as leading brands ol plug 
chewing tobacco, smoking 
tobacco and little cigars. 
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market share in urban areas has not kept 
pace with its overall performance. During 
1976 the company continued a concen¬ 
trated effort, launched in 1975, to 
strengthen its sales in urban areas, and 
for the second straight year its growth in 
major population centers exceeded its 
total share-of-market increase. 

In addition to its leadership in the 
cigarette market, Reynolds Tobacco tops 
the industry in other product areas. In 
1976 PRINCE ALBERT remained one of the 
nation's best-selling smoking tobaccos, 
DAYS WORK was the number one plug 
chewing tobacco and WINCHESTER was 
the leader among little cigars. 

Reynolds Tobacco’s leadership of the 
tobacco industry extended well beyond 
the sales area in 1976. The company took 
a firm stand against the continuing effort 
by the Federal Trade Commission to 
penalize major tobacco manufacturers for 
alleged violations of the 1972 consent 
order on warnings in cigarette advertising 
and promotional materials. In a brief filed 
in a U.S. District Court, the company 
labeled an FTC civil penalty action, begun 
in 1975, "politically motivated" and an 
attempt to "rewrite history." The brief was 
filed in a successful effort to compel the 
FTC to produce documents which the 
company contended would prove its 
charges and help show it had remained in 
compliance with the consent order. 

Antismoking groups continued their 
drive to enact laws banning smoking in 
public places during 1976. Reynolds 
Tobacco continued to support the ac¬ 
tivities of The Tobacco I nstitute in opposi¬ 
tion to such infringements on the rights of 
some 50 million American smokers. It also 


assumed a leadership position among 
manufacturers in the battle, with the 
publication of The Facts About Public 
Smoking. In this widely distributed 
booklet, the company countered the 
emotional appeals of the antismoking 
forces with facts demonstrating that 
courtesy and tolerance by both smokers 
and nonsmokers make laws against 
smoking in public places unnecessary. 

The unit volume growth experienced by 
the tobacco industry is clear evidence 
that it has successfully met problems 
such as the public smoking movement 
and excessive taxation in the past. And 
the industry is now better organized with 
better programs to meet them more 
effectively than ever before. 

Reynolds Tobacco has committed itself 
to attaining the highest average volume 
growth in the tobacco industry in coming 
years. To strengthen its ability to meet this 
goal, the company conducted a major 
realignment of its management during 
1976. Two group vice presidents and 
seven vice presidents were named to 
allow the company to focus attention on 
key growth areas. 

Additionally, Reynolds Tobacco in¬ 
vested over $32 million in new production, 
storage and shipping facilities during 
1976 in anticipation of a need for greater 
capacity in these areas in coming years. 

The achievements which marked the 
first year of Reynolds Tobacco's second 
century have set high standards for future 
performance. But as during its first 101 
years, the company will aggressively 
meet the challenges which lie ahead. 


A $25 million stemmery under 
construction in Davie County, 
North Carolina, is scheduled to 
become operational in the tall 
011977. 
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During its first year of existence, R.J. 
Reynolds Tobacco International, Inc. 
centralized operations at its Winston- 
Salem headquarters and established the 
foundation for a program of aggressive 
marketing in the countries in which it 
operates. 

Although 1976 was a year of organizing 
for the future, Tobacco International 
turned in a solid performance. Sales were 
up 27 percent to $1.11 billion, while unit 
cigarette sales increased a similar 
percentage to more than 63 billion units. 
Earnings from operations rose 69 percent 
to $52 million. 

The company began its first year of 
operation by reorganizing into four 
geographical areas. The areas act as 
profit and accountability centers, with the 
chief executive officers of the areas 


reporting to Winston-Salem. The areas 
are: Europe, Middle East, Africa; Canada; 
Latin America; and Asia/Pacific. 

These international operations and the 
Winston-Salem headquarters were 
staffed with a high caliber of personnel 
during the year, both from within the RJR 
organization and from other international 
corporations. To help fulfill its objective to 
continually upgrade its organization and 
improve the management process, To¬ 
bacco International is developing 
programs to train and develop managers, 
to establish sound and productive 
organization structures and to improve 
marketing skills. 

The new structure created by the 
formation of Tobacco International has 
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made RJR’s international tobacco 
operations more effective and more 
compatible with the evolving international 
environment. This environment is 
characterized by fluctuating exchange 
rates and increased demands for more 
local control and participation, import 
quotas and restrictions on operations, 
financing and repatriation in many coun¬ 
tries. 

Cultural differences as well as local 
regulation are creating increasing 
demands for products tailored specifically 
to markets in foreign countries and no 
company can count on automatically 
exporting its homegrown successes 
overseas. The American blend of flue- 
cured and burley tobaccos does not suit 
every market. However, the market avail¬ 
able to Tobacco I nternational outside the 
United States is significantly larger than 
the U.S. market and has been growing 
more rapidly. 

To better tap this international market in 
1976, Tobacco International began new- 
product programs with several launches 
in various countries during the year. 
These included EXPORT 'A' LIGHTS, a line 
extension of Canada’s best-selling brand, 
which quickly captured significant shares 
of its introductory markets. Earlier in the 
year, VANTAGE was introduced into the 
Canadian market as a Virginia blend in a 
crushproof box. By year-end it had 
achieved a 1 percent share-of-market, 
the benchmark for a successful new- 
product launch in Canada. 

In the Netherlands, the company has 
done very well with REYNOLDS NO. 1, the 
first nonfilter low “tar” and nicotine 
cigarette, which was introduced at 


midyear. (Some two-thirds of the Dutch 
cigarette market is in nonfilters.) The 
cigarette is 70mm long and sells in 
packages of 25. 

Tobacco International has successfully 
introduced its 120mm brown-wrapped 
cigarettes in Canada, the Middle East and 
Asia/Pacific under the name MORE; in 
Germany as M; and in the Netherlands, 
Switzerland and France as TIME. 

In Germany, the company introduced 
PRO and REYNO EXTRA LIGHT. PRO is 
similar to VANTAGE, but with lower “tar" 
and nicotine numbers than in either the 
United States or Canada. REYNO EXTRA 
LIGHT is a low "tar" and nicotine line 
extension of REYNO, Germany’s most 
successful menthol cigarette. 

The company will continue to work 
closely with R.J. Reynolds Tobacco 
Company in the United States and use its 
resources to support its international 
operations. This Winston-Salem resource 
gives Tobacco International access to 
superior research and development 
technology and manufacturing expertise. 

Tobacco International plans to 
enhance and increase its share of the 
available international market by develop¬ 
ing and marketing high-quality products 
to fulfill consumer needs in all segments 
of every viable market. It will continue and 
accelerate the new-product program 
initiated in 1976, with entries into these 
market segments along with aggressive 
marketing programs for existing brands. 
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The year 1976 was one of enormous 
progress and success for R.J. Reynolds' 
energy business. Aminoil International, 
Inc. greatly strengthened its position with 
the purchase in midyear of the major U.S. 
properties of the Burmah Oil Company 
Limited for $522 million, the largest cash 
acquisition in U.S. history. The principal 
acquired company has been renamed 
Aminoil USA, Inc. and is located in 
Houston, Texas. 

This acquisition emphasized Aminoil's 
commitment to petroleum exploration and 
production, which are the areas of highest 
potential return in its energy operations. It 
gives Aminoil geographical diversification 
by adding large proven domestic oil and 
natural gas reserves that are currently 
supplying U.S. energy markets, along with 
many exploration sites with the potential 
to satisfy future energy requirements. 

In the United States Aminoil is exploring 
in most major oil and gas basins, including 
offshore California, Louisiana and Texas; 
the onshore Gulf Coast; the Rocky 
Mountain area; off the East Coast; and 
Alaska. The company has a 16.5 percent 
interest in two blocks of acreage in the 
San Pedro Bay area of California in which 
oil was discovered in mid-1976. Wells are 
being drilled to establish the size of this oil 
reserve. Aminoil also had a number of 
other oil and natural gas discoveries in 
1976, particularly in the Gulf of Mexico. 
Foreign exploration projects include 
ventures in Paraguay, Iran, Nicaragua 
and Honduras, with exploration 
applications pending in several other 
countries. 

In line with the U.S. drive for energy self- 
sufficiency, Aminoil will step up its 


domestic exploration and development 
efforts. In 1977 the company plans to 
spend $50 million on exploration, primarily 
in the United States, and intends to 
commit at least $70 million per year to 
exploration in the following four years. In 
addition, Aminoil plans to spend over $80 
million in 1977 to bring previous domestic 
oil and natural gas discoveries into 
production. 

The company participated in several 
Federal lease sales in 1976. In August 
Aminoil successfully bid on two tracts in 
the Baltimore Canyon area off the New 
Jersey/Delaware coasts. Its share of the 
two successful bids was $5.5 million for 
35 percent interest in one tract and 25 
percent interest in the second. 

Aminoil's worldwide crude oil produc¬ 
tion during the first half of 1976 was 
120,945 barrels per day and, with the 
acquisition of Aminoil USA, it averaged 
171,034 barrels per day during the 
second half. Aminoil produced 80,593 
barrels per day in the Divided Zone 
between Kuwait and Saudi Arabia and 
received 39,986 barrels per day as its 
share of production from the Iranian 
Consortium. Oil from the Divided Zone is 
refined at the company's facilities at Mena 
Abdulla, Kuwait, where Aminoil pioneered 
residual fuel oil desulfurization to meet the 
needs of an increasingly pollution¬ 
conscious market. Aminoil's relations with 
the Kuwait Government remain excellent 
and the company will begin several small 
ventures in the nonpetroleum sector of 
the Kuwait economy in 1977. 

Aminoil also had 5,071 barrels per day 


(Opposite page) 

Ihu sunset at Huntington 
Beach. Calilornia, dramatizes 
one ol the company's pumping 
units and marine production 
plattorm 

(Clockwise from left) 

In the Geysers area in Northern 
Calilornia. Aminoil has com¬ 
pleted 25 geothermal steam 
wells, eight ol them during 
1976. 



The company has an interest in 
this project ott the coast of 
Calilornia where oil was dis¬ 
covered in 1976. v 

Aminoil produces oil horn the _ j.. 
Divided Zone between Kuwait 
and Saudi Arabia. 


Reproduced with permission of the copyright owner. Further reproduction prohibited without permission. 







of production during the second half of 
1976 from a joint venture in Argentina. 
Natural gas production from a joint 
venture in the Dutch North Sea is 
expected to begin in the second quarter of 
1977. 

In the United States Aminoil produced 
45,745 barrels per day of crude oil during 
the second half of 1976 as well as more 
than 108 million cubic feet of natural gas a 
day. In the second half of 1976 the 
company produced more than 56 million 
gallons of natural gas liquids and related 
products from the 15 natural gas process¬ 
ing plants in which it now has interests. 

In addition to its exploration and 
production activities, Aminoil also 
markets crude oil, natural gas and 
petroleum products. Aminoil has been 
consistently successful in tailoring its raw 
materials to customer requirements and 
supplying heavy fuel oil for the inter¬ 
national shipping industry and industrial 
consumers. Its foreign sales, primarily to 
customers in the Far East, experienced 
their most successful year in 1976 in more 
than a decade. In the United States 
Aminoil sells its own production plus 
purchased crude oil and petroleum 
products. The company operates three 
product terminals on the West Coast. 

Although Aminoil has no service 
stations or domestic refineries, it sells fuel 
oil to retail and wholesale customers in 
New York and Connecticut through 
Petroleum Heat and Power Company 
(PETRO), located in Stamford, Connect¬ 
icut, and propane and other natural gas 


liquids through Amtane, Inc. (Tulsa, 
Oklahoma) and 50-percent-owned Solar 
Gas, Inc. (Minneapolis, Minnesota), which 
operate mainly in the Midwest. In 1976 
PETRO sold over 210 million gallons of 
fuel oil. Unusually cold weather during 
December 1976 and the early months of 
1977 indicates higher sales for 1977. 
Amtane and Solar Gas had a combined 
sales volume of 284 million gallons of 
propane and other products in 1976. 

Besides its petroleum operations, 
Aminoil has become a leader in the 
development of geothermal steam 
produced by natural heat in the ground to 
generate electricity. Geothermal energy 
is becoming an important new power 
source for the United States. In the 
Geysers area in Northern California, 
Aminoil has completed 25 steam wells, 
eight of them during 1976. These wells will 
supply steam to a California utility for a 
series of electric generating plants, the 
first of which should commence operation 
in 1979. 

The acquisition of Aminoil USA, 
together with the foreign holdings of 
American Independent Oil Company, 
gives R.J. Reynolds a strong energy 
exploration and production company with 
good geographical diversification, sub¬ 
stantial oil and natural gas reserves and 
an excellent staff to seek future oppor¬ 
tunities. The organization and integration 
of over 2,800 employees of these two 
companies into an effective team is 
progressing well and will be completed 
during 1977. 
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In 1976 Sea-Land Service, Inc. under¬ 
took a major expansion of its services into 
the rapidly growing Middle East market 
and restructured its Atlantic services to 
set the stage for potentially high future 
rates of growth. 

Sea-Land began service to the Middle 
East in August with scheduled sailings 
from Rotterdam to Dammam, Saudi 
Arabia. Introduction of the new service 
responds to the rapid development of the 
Middle East and the area’s increasing 
need for transportation services. 

The service links existing weekly 
sailings from U.S. East Coast and Gulf 
ports to Rotterdam with connecting 
biweekly service directly to Dammam. 
Preferential berthing arrangements in 
Dammam prevent delays due to port con¬ 
gestion common in that part of the world. 

The container service was enthusias¬ 
tically received in the Persian Gulf and 


prospects for the. region appear excellent. 

By year-end Sea-Land announced it 
would extend service to include the ports 
of Dubai, in the United Arab Emirates, and 
Bandar Abbas, Iran. The addition of these 
ports in early 1977 will bring the Sea-Land 
container network to more than 130 ports 
in some 50 countries around the world. 

In conjunction with the Middle East 
service, Sea-Land realigned its Atlantic 
operations. In July direct U.S.-Mediterra¬ 
nean sailings were phased out and the 
port of Algeciras, Spain, was added to the 
company’s SL-7 containership schedule. 
These vessels had previously called only 
at North European ports. 

The European "feeder” fleet was 
expanded to serve major markets in the 
Mediterranean by container relay at either 
Rotterdam or Algeciras. For the first time it 
provided direct container liftings on the 
SL-18 ships from the U.S. Gulf to the 
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Mediterranean (via Rotterdam). And it 
helped optimize utilization of the com¬ 
pany's large, fast transatlantic vessels, 
which led to improved financial results. 

Upgrading of the Algeciras facilities, 
scheduled for completion in mid-1977, 
includes installation of a new 30-ton- 
capacity container crane, modification of 
an existing crane and construction of a 
new container-marshalling yard. 

Throughout the rest of the Sea-Land 
transportation system there were a 
number of significant developments 
during the year that contributed to 
performance and hold promise for the 
future. Transpacific volumes and results 
reached record-setting highs. Assets 
positioned in marginally profitable serv¬ 
ices were being moved into more 
productive trades. And a new profit 
center, Affiliated Services, was formed to 
provide skills and resources for selective 
opportunities in related fields of transpor¬ 
tation logistics and management. 

Sea-Land was active during 1976 in 
matters of public policy that touch on the 
company's ability to perform or affect the 
strength and stability of the maritime 
industry. 

It supported the successful legislative 
effort to increase the construction 
differential subsidy maximum from 35 
percent to 50 percent. Such construction 
subsidy payments are made to U.S. 
shipyards to offset their cost disadvan¬ 
tages in relation to foreign shipyards. 

The company continued its opposition 
to operating subsidies paid by the 
Maritime Administration to American flag 
carriers employing equivalent technology 


in direct competition with Sea-Land's 
unsubsidized operations. 

Sea-Land supported "third-flag” 
legislation during the 94th Congress. This 
legislation was designed to provide 
national-flag lines with statutory defenses 
against below-cost rate-cutting by state- 
owned fleets that operate as third-nation 
carriers between the United States and its 
trading partners. The proposed bill has 
been credited with encouraging a July 
agreement between the Federal Maritime 
Commission and its counterpart agency 
in the Soviet Union that hopefully will 
reduce the need for legislation. 

Other laws and actions affecting Sea- 
Land also received close attention during 
1976. The company successfully worked 
to improve protection of American line 
carriers against taxation by foreign 
governments by updating provisions in 
bilateral treaties that provide reciprocal 
tax exemptions for U.S. ships and those of 
our trading partners. 

During the course of the year, the U.S. 
maritime industry moved closer to a 
resolution of long-standing problems 
relating to the Shipping Act that have 
made it difficult for U.S.-flag ships to 
compete with foreign vessels. As the year 
closed there was a great deal of activity 
on the part of the government attempting 
to remedy this problem and prospects 
appear encouraging for a positive solution 
in the near future. 

It is in this optimistic environment that 
Sea-Land plans to pursue the objective of 
expanding its transportation system to 
include new key markets, while con¬ 
tinuing to improve the quality of service on 
existing routes. 


(ClocKwise from left) 
Computers help make 
operations last and accurate. 

The Sea-Land container 
network serves many 
customers in the Far East. 

Sea-Land works with railroads 
lo provide dependable inland 
movement to remote market 
locations. This trainload is on its 
way to a destination in Alaska. 
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Record sales by RJR Foods, Inc. in 
1976 established the basis for the excep¬ 
tional growth planned for the company 
over the next few years. 

The record 1976 sales performance 
was led by the introduction of HAWAIIAN 
PUNCH Drink Mix, the year's most 
successful introduction into the foods 
industry, resulting in sales of more than 
$50 million at the retail level. 

Substantial sales gains were also 
recorded on the CHUN KING Oriental food 
line in 1976. The upward trend is expected 
to continue as American consumers 
increase their demand for ethnic foods. 
CHUN KING and PATIO frozen Mexican 
foods, both leaders in their frozen food 
categories, are well positioned to further 
strengthen their places in this market. 

The climate for the types of products 
marketed by RJR Foods is favorable and 
will improve in years to come. The number 
of single head-of-family households has 
doubled during the past five years, and the 
number of married women in the work 
force has also increased dramatically. 
Such trends mean less time spent in the 
kitchen, so American eating habits are 
changing and including more frozen, 
prepared convenience foods. 

RJR Foods plans to double sales and 
earnings in the next five to seven years to 
reach a size where it can better compete 
with the largest companies in the 
prepared foods and beverage sectors of 
the industry. This substantial growth will 
be necessary to support the level of 
research and development, marketing 
research and marketing and sales forces 
needed to compete with the industry 
leaders. 


A significant portion of this growth is 
expected to come from new products. 
Substantial growth through acquisition is 
also anticipated. 

The HAWAIIAN PUNCH line serves as an 
example of the kinds of growth the 
company will pursue. 

The new HAWAIIAN PUNCH Drink Mix 
not only made inroads into the shares-of- 
market held by other powdered drink 
mixes, but also increased the size of the 
entire market. Powdered drink mixes had 
become the third fastest-growing 
category in the grocery store by the end of 
the year. HAWAIIAN PUNCH Drink Mix is 
the number two brand in the flavors in 
which it competes. It is the leader in the 
key metropolitan New York market. 

HAWAIIAN PUNCH sales were further 
buoyed by an expansion of 12-ounce can 
distribution into additional soft drink 
markets where it gives the consumer the 
choice of the number one noncarbonated 
soft drink flavor on supermarket shelves 
and in vending machines. The company 
also introduced nationally a 64-ounce 
resealable glass container of Fruit Juicy- 
Red HAWAIIAN PUNCH ready-to-drink. 

Consumption of the HAWAIIAN PUNCH 
brand more than doubled in 1976 as a 
result of these new brand extensions. Fruit 
Juicy-Red became the largest-selling 
noncarbonated soft drink flavor in the 
nation during the year. 

RJR Foods has established a solid base 
of business upon which it intends to build 
rapidly in 1977 and future years. It is a 
well-balanced consumer products com¬ 
pany that is positioned to capitalize on 
market opportunities and assume 
leadership shares-of-market. 



(Opposite page) 

HAWAIIAN PUNCH Drink Mix 
was the year's most successful 
product introduction in the 
loods industry. Two new flavors 
— Lemonade Punch and 
Orange Punch — were ready 
lor introduction in early 1977. 

(Clockwise from left) 

RJR Foods' Research and 
Development Department 
creates new products tailored 
to consumer demands and 
assures the safety and high 
quality of all products. 

The company produces a 
variety of products in 12 plants 
in the United Sates and 
Canada. 
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Earnings from operations at RJR 
Archer, Inc. recovered to prerecession 
levels in 1976 and the company moved 
forward with substantial capital im¬ 
provements in strategic industry sectors 
and successful packaging product in¬ 
troductions. 

The company's plans for growth call for 
stressing the industry sectors in which it 
has already achieved a significant level of 
leadership. Additionally, Archer will con¬ 
tinue to provide for existing packaging 
requirements for other RJR subsidiaries 
and develop innovative packaging con¬ 
cepts for them. 

The company believes by focusing on 
the areas where it has already established 
itself at the forefront in service, develop¬ 
ment and production, it can best an¬ 
ticipate and serve its customers' needs 
before anyone else. 

Archer's research and development 
staff developed three new products for the 
Packaging Division in 1976: flexible 
lidding and liner material for composite 
food containers; the first foil J-board for 
vacuum packaging bacon; and a heat- 
sealed chemical pouch for sterile iodine. 
All three products represent break¬ 
throughs in R&D. 

The Metals Division completed an $11 
million expansion during 1976 that added 
two supercasters at the Huntingdon, 
Tennessee, plant. One caster — the 
widest continuous caster in the world — 
has the capability to cast aluminum sheet 
in 80-inch widths. 

The casters will reduce raw material 
costs, produce a better product and use 
40 percent less energy than the conven¬ 
tional process. 


The Packaging Division increased its 
rotogravure capacity with a new press 
and completed a $3 million expansion 
program to initiate a new offset printing 
plant. The new offset plant contains the 
latest equipment available in the printing 
industry. The new offset and rotogravure 
presses give Archer some of the most 
complete printing capability available in 
consumer packaging and will permit it to 
compete for packaging and point-of-sale 
materials now purchased from outside 
companies by R.J. Reynolds Tobacco 
Company and RJR Foods, Inc. 

The Consumer Division is currently 
conducting a pioneering market research 
study on the buying habits of customers 
for gift wraps, ribbons and bows. 

Filmco added a sixth extruder at its 
Sedgefield, England, plant. This is the 
fourth year in a row the plant has added an 
extruder to allow the company to 
capitalize on the growth of the food 
service and supermarket industries in 
Western Europe. 

The Duravac meat bag, developed by 
Filmco, was made available to the 
wholesale meat industry in 1976. The bag 
offers visible proof of protection with a 
frosty finish that turns clear when the bag 
is completely heat-sealed around the 
meat. Duravac caters to the fastest-grow¬ 
ing trend in the industry—the shipment of 
primal and subprimal cuts of meat. 

The programs initiated in 1976 are 
based on a new set of priorities for Archer 
that key in on strategic industry sectors to 
give the potential for higher levels of 
performance in future years. Results of 
these new priorities should begin to 
become evident during 1977. 


(Opposite Page) 

Aluminum ingots being melted 
down before going lo a super¬ 
caster at the Huntingdon, 
Tennessee, plant where it can 
be cast into an 80-inch width of 
aluminum sheet. 

(Clockwise from left) 

New rotogravure press in the 
Packaging Division. 

Bubble of polyvinyl chloride 
from a Filmco extruder at 
Aurora, Ohio. 

Testing J-boatd lor strength. 

Quality-testing the new iodine 
pouch. 
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Corporate Responsibility 


R.J. Reynolds Industries believes its 
responsibility as a corporation goes 
beyond the manufacture and sale of a 
product. From its earliest days the 
Company has had a tradition of working to 
help enrich the society in which it exists. 

Many of its early programs centered on 
improved conditions and opportunities for 
its employees, including a stock participa¬ 
tion plan early in the century and 
programs supporting day care centers, 
low cost homes and lunches, recreation 
and insurance. 

Today the Company has grown much 
larger and so has its participation in 
programs that transcend the strictly 
commercial affairs of running a business. 
R.J. Reynolds is deeply involved in 
programs supporting minority affairs, 
medical research, education, hiring the 
handicapped, the arts and its community. 

In minority affairs R.J. Reynolds actively 
promotes employment opportunities 
within its companies for minority groups, 
supports minority education programs 
and works with minority business groups. 

Minority employees make up in excess 
of 20 percent of RJR’s total U.S. work 
force of more than 26,000. Support for 
minority education included grants to the 
United Negro College Fund and the 
National Scholastic Achievement Pro¬ 
gram for black students. The Company 
participates in the Ebony Fashion Fair 
charity benefits and the National Minority 
Purchasing Council. 

The Company and its subsidiaries 
actively offer employment and advance¬ 
ment opportunities to qualified physically 
and mentally handicapped persons, to 


disabled veterans and to veterans of the 
Vietnam era. In 1976 R.J. Reynolds 
Tobacco Company and RJR Archer, Inc. 
received awards from the National 
Alliance of Businessmen for meeting their 
1975-76 commitments to the Alliance's 
program of hiring the disadvantaged and 
Vietnam veterans. 

The Company continued its spon¬ 
sorship of basic medical research with 
part of its five-year pledge of $2.8 million 
to The Rockefeller University, one of the 
world's foremost research facilities. The 
RJR grant is supporting a wide range of 
fundamental research programs and 
clinical investigations required to develop 
improved methods for treating and 
preventing cancer, degenerative dis¬ 
eases and genetic disorders. 

RJR also sponsored many other 
medical projects, including several major 
research programs involving matters 
related to smoking and health in coopera¬ 
tion with other companies in the tobacco 
industry. 

The Company contributed to im¬ 
provements in many areas with grants to 
institutions of higher learning and 
scholarship programs, improved con¬ 
ditions of employment for its work force, 
support of agricultural research and 
development programs in cooperation 
with tobacco farmers, continuation of its 
energy conservation program, participa¬ 
tion in the Bicentennial celebration and 
support of community projects. 

R.J. Reynolds will continue this type of 
support and seek ways to make it even 
more effective in the future. 



(Clockwise from left) 

R.J. Reynolds has donated 
$452,000 to restore the Single 
Brothers Workshop in historic 
Old Salem and to develop it into 
a learning center lor students. 

Ballet class at North Carolina 
School of the Arts, where the 
Company has committed 
$500,000 over a live-year 
period 

In Southern Calilornia Aminoil 
is working with the state to re¬ 
create a wildlife preserve and 
public park from former oil 
lands. 
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Financial Review 


Five-Year Consolidated Summary of Operations 

(Dollars in Thousands Except Per Share Statistics) 



1976 

1975 

1974 

1973 

1972 

Net sales and revenues: 

Domestic tobacco. 

International tobacco. 

Transportation . 

Domestic petroleum . 

International petroleum. 

Foods and beverages . 

Aluminum products and packaging . 

Other (principally Intercompany eliminations) . 

$2,659,889 

1,111,193 

862,175 

254,439 

487,365 

264,497 

175,874 

(61,864) 

$2,449,638 

871,816 

768,068 

440,369 

217,139 

145,036 

(54,423) 

$2,159,911 

735,852 

854,780 

461,223 

198,306 

135,752 

(44,915) 

$1,983,369 

366,248 

582,631 

99,989 

187,370 

108,598 

(33,292) 

$1,891,515 

276,727 

450,886 

78,308 

194,298 

95,984 

(30,088) 

Total . 

$5,753,568 

$4,837,643 

$4,500,909 

$3,294,913 

$2,957,630 

Earnings from operations: 

Domestic tobacco. 

International tobacco. 

Transportation . 

Domestic petroleum . 

International petroleum. 

Foods and beverages . 

Aluminum products and packaging 

Other (principally intercompany eliminations) . 

$ 539,775 
52,006 
118,876 
1,301 
33,915 
19,936 
13,447 
(417) 

$ 497,241 
30,822 
89,684 
(8,578) 
72,185 
20,623 
9,733 
(277) 

$ 387,856 
24,729 
143,169 
(3,497) 
88,779 
7,523 
7,780 
99 

$ 399,305 
34,922 
17,211 
(197) 
20,608 
10,263 
12,462 
(586) 

$ 375,671 
28,816 
31,722 

13,238 

5,828 

11,077 

(95) 

Total . 

778,839 

711,433 

656,438 

493,988 

466,257 

Interest and debt expense. 

Other (income) expense, net . 

68,626 

(7,649) 

54,465 

(13,720) 

57,598 

(14,246) 

40,602 

(8,609) 

30,169 

(7.767) 


717,862 

670,688 

613,086 

461,995 

443,855 

Foreign currency (gains) losses: 

Realized . 

Unrealized. 

3,708 

22,890 

4,815 

(20,329) 

1,900 

26,690 

(1,174) 

29,969 

(224) 

1,310 

Earnings before provision 

for income taxes. 

Provision for income taxes . 

691,264 

337,371 

686,202 

347,529 

584,496 

287,593 

433,200 

186,929 

442,769 

212,049 

Net earnings . 

Less preferred dividends. 

353,893 

10,193 

338,673 

12,129 

296,903 

15,772 

246,271 

15,906 

230,720 

16,580 

Net earnings applicable to 

Common Stock . 

$ 343,700 

$ 326,544 

$ 281,131 

$ 230,365 

$ 214,140 

Net earnings per common share: 

Primary. 

Fully diluted . 

$7.48 

6.90 

$7.39 

6.71 

$6.66 

5.97 

$5.48 

4.99 

$5.15 

4.60 

Average number of common 
shares outstanding: 

Primary. 

Fully diluted . 

. 45,924,172 
. 51,289,378 

44,183,793 

50,473,159 

42,188,574 

49,765,082 

42,064,408 

49,321,395 

41,547,108 

50,140,565 
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Sales and Earnings 

Consolidated net sales and revenues increased 
$916 million, or 19 percent, in 1976 to a record $5.75 
billion. Net earnings for 1976 were up $15 million, or 
4.5 percent, to $354 million, also a record. Fully 
diluted net earnings per common share increased 19 
cents in 1976 to $6.90. (Excluding the effect of 
unrealized foreign currency translation gains and 
losses in both years, net earnings would have 
increased $40 million, or 12 percent, in 1976 over 
1975, and fully diluted net earnings per common 
share would have increased 67 cents, or 10 percent.) 

Consolidated net sales and revenues for 1975 
were $4.84 billion, up $337 million, or 7.5 percent, 
over the 1974 amount. Net earnings in 1975 
increased $42 million, or 14 percent, over 1974 to 
$339 million. Fully diluted net earnings per common 
share increased 74 cents in 1975 to $6.71. 



various lines of business during the last five years to 
net sales and revenues and earnings from operations 
were as follows: 


Net Sales and Revenues 


1976 

1975 

1974 

1973 

1972 

Domestic 

tobacco 

46% 

50% 

48% 

60% 

63% 

International 

tobacco 

19 

18 

16 

11 

9 

Transportation 

IS 

16 

19 

17 

15 

Domestic 

petroleum 

4 

_ 

_ 

_ 

_ 

International 

petroleum 

8 

9 

10 

3 

3 

Foods and 
beverages 

5 

4 

4 

6 

7 

Aluminum products 
and packaging 

3 

3 

3 

3 

3 


100% 

100% 

100% 

100% 

100% 

Earnings from Operations 






1976 

1975 

1974 

1973 

1972 

Domestic 

tobacco 

69% 

70% 

59% 

81% 

81% 

International 

tobacco 

7 

4 

4 

7 

6 

Transportation 

15 

13 

22 

3 

7 

Domestic 

petroleum 

_ 

(D 

(1) 

_ 

_ 

International 

petroleum 

4 

10 

14 

4 

3 

Foods and 
beverages 

3 

3 

1 

2 

1 

Aluminum products 
and packaging 

2 

1 

1 

3 

2 


100% 

100% 

100% 

100% 

100% 


Consolidated earnings from operations in 1976 
increased $67 million, or 9.5 percent, over 1975 
compared with a $55 million, or 8.4 percent, increase 
in 1975 over the preceding year. Earnings from 
operations in all years reflect the reclassification of 
certain foreign income taxes as operating expenses. 
(See the Summary of Significant Accounting 
Policies.) 

Over the past five years, net sales and revenues, 
earnings from operations, and net earnings have 
increased at average annual compound rates of 16 
percent, 10 percent, and 10 percent, respectively. 

The percentage contributions of the Company's 


During 1975 the Company changed its method of 
accounting for foreign currency translation and 
restated all prior periods to conform with Statement of 
Financial Accounting Standards No. 8 (SFAS No. 8) 
published by the Financial Accounting Standards 
Board in October 1975. 

The effect of SFAS No. 8 has been to include in the 
Company’s financial statements substantial unreal¬ 
ized foreign currency translation gains and losses 
which may never be realized. In (he recent past, these 
translation gains and losses have reversed in 
relatively short periods with concurrent material 
increases and decreases in net earnings. This 
situation may continue in the future as foreign 
currency exchange rates fluctuate. 

The Company has opposed SFAS No. 8 from the 
time it was originally proposed on the grounds that it 
distorts the true operating performance of the 
Company and incorporates long-term speculation 
about future foreign currency exchange rates into 
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current financial statements. The following table 
shows the increase (decrease) in net earnings and 
net earnings per common share attributable to 
unrealized foreign currency translation gains and 
losses: 

(Dollars in Thousands 

_ Except Per Share Statistics) 



Net 

Earnings 

Net Earnings Per 
Common Share 
Fully 

Primary Diluted 

1976 

First Quarter 

$ (4,831) 

$(.11) 

$(.09) 

Second Quarter 

99 

— 

— 

Third Quarter 

(4,660) 

(.10) 

(-09) 

Fourth Quarter 

(4.675) 

(.10) 

(.09) 

TOTAL 1976 

(14,067) 

(.31) 

(.27) 

1975 

First Quarter 

(4,038) 

(.09) 

(.08) 

Second Quarter 

1,693 

.04 

.03 

Third Quarter 

16,530 

.37 

.33 

Fourth Quarter 

(3,565) 

(.08) 

(.07) 

TOTAL 1975 

10,620 

.24 

.21 

1974 

(13,795) 

(.33) 

(.27) 

1973 

(17,298) 

(.41) 

(.35) 

1972 

(601) 

(.02) 

(.01) 

Domestic Tobacco 


Domestic tobacco, as defined for management 
and financial reporting purposes, includes operations 
in the United States, Puerto Rico, and export areas 
served by Puerto Rico, principally the Caribbean. 
Export sales from domestic production are generally 
included in international tobacco operations. 

Domestic tobacco sales were up $210 million, or 
8.6 percent, in 1976 to a record $2.66 billion. 
Approximately three-fourths of the 1976 sales 
increase resulted from price increases in late 1975 
and 1976, while the remaining increase was due 
principally to higher unit volumes of the Company’s 
newer brands. The success the Company has 
experienced in its new brand introductions was 
instrumental in its 2.3 percent unit sales growth in 
1976 (compared with an estimated unit sales gain for 
the industry as a whole of about 1 percent). As a 
result, the Company has increased its share of the 
U.S. market to an estimated 33.4 percent. 

Earnings from operations increased in 1976 by 8.6 
percent, or £43 million, to $540 million. The higher unit 
sales volume and price increases were sufficient to 
offset significant rises in advertising and manufac¬ 
turing costs. Advertising expenditures during the year 
were approximately $45 million above the 1975 level, 
largely due to the high introduction costs associated 
with the Company’s new brands. The main compo¬ 
nent increasing manufacturing costs was a 12 
percent rise in average leaf tobacco prices over 


1975. Under the Company’s UFO method of valuing 
tobacco inventories, which was adopted in 1956, 
increased leaf tobacco costs are charged against 
earnings immediately and not deferred to later years, 
as is the case under other methods of accounting. 

Domestic tobacco sales in 1975 were $2.45 billion, 
up $290 million, or 13 percent over 1974. Ap¬ 
proximately one-third of this increase was due to 
greater unit volume, with the remaining two-thirds 
attributable to price increases during 1974 and late 
1975. During 1975, earnings from operations rose 
$109 million, or 28 percent, over 1974 to $497 million. 
Price and volume increases, which were offset in part 
by higher costs, accounted for the increase. 

The $11 million decline in earnings from operations 
in 1974, compared with 1973, was due primarily to 
significant manufacturing cost increases ex¬ 
perienced in 1974, particularly a 23 percent rise in 
leaf tobacco prices during the year. 

International Tobacco 

International tobacco sales in 1976 were $1.11 
billion, surpassing the billion dollar level for the first 
time. The $239 million, or 27 percent, increase over 
1975 reflects the Company’s continuing effort to 
expand its operations in the growing international 
tobacco market. Approximately one-half of the sales 
gain resulted from a second Brazilian acquisition in 
late 1975. The remaining increase was due about 
equally to higher unit volumes in other international 
markets and higher selling prices. Overall sales were 
up by 13.3 billion units in 1976, with new products 
accounting for 23 percent of the increase. 

Earnings from operations in 1976 were 69 percent, 
or $21 million, above 1975 levels. Volume and price 
increases contributed about equally to the improved 
results. 

In 1975 international tobacco sales were $872 
million, up $136 million, or 18 percent, over 1974. 
Approximately one-half of the increase resulted from 
higher prices, with the remaining improvement 
attributable to a Brazilian acquisition in the fourth 
quarter of 1974. Earnings from operations in 1975 
rose $6 million, or 25 percent, over the prior year, 
primarily as a result of price increases. 

Approximately two-thirds of the $370 million 
increase in sales during 1974 over 1973 resulted from 
the January 1, 1974, acquisition of Macdonald 
Tobacco (Canada). Other worldwide unit volume 
gains accounted for most of the remaining increase. 
Earnings from operations, however, decreased $10 
million, or 29 percent, during the same period, 
reflecting primarily costs associated with the expan¬ 
sion of international tobacco operations. 
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Transportation 

Transportation revenues reached $862 million in 
1976, a 12 percent increase over 1975. Earnings from 
operations increased to $119 million, up 33 percent 
from 1975's $90 million, in spite of a $4 million penalty 
assessed by the Federal Maritime Commission and 
recorded late in 1976. (See Note 8 to the Financial 
Statements.) Increased shipping volume in major 
trade routes accounted for approximately 85 percent 
of the revenue gain, with generally improved 
cargo mix responsible for the remainder. The 
improvement in earnings from operations is a direct 
result of the higher revenues, which more than offset 
increased labor costs, higher depreciation charges, 
and start-up costs relating to the introduction of 
service to the M iddle East. 

During 1975 transportation revenues were $768 
million, a decrease of $87 million, or 10 percent, from 
1974. Effective September 30, 1974, the Company 
sold its Puerto Rican service to the Puerto Rico 
Maritime Shipping Authority. The business sold 
contributed approximately $85 million to 1974 
transportation revenues during the nine months prior 
to its sale. Also, volumes in the Company’s continuing 
major trade routes in 1975 (primarily the North 
Atlantic) were below the average levels of 1974. The 
lower volumes were largely offset by improved rates 
and cargo mix the Company was able to obtain 
through the quality of its shipping service. 

Transportation earnings from operations in 1975 
were $90 million, down $53 million, or 37 percent, 
from I974's $143 million. The decrease reflects both 
the loss of operating earnings from the discontinued 
business and increased operating costs in 1975. 
Lease expense for the year decreased $14 million, but 
this was more than offset by increased depreciation 
expense. Substantially all of the reduction in lease 
expense resulted from the purchase early in 1975 of 
24 vessels previously chartered by the Company 
under long-term leases. 

Transportation revenues in 1974 were $855 million, 
an increase of $272 million, or 47 percent, over 1973. 
Earnings from operations were $143 million, an 
increase of $126 million over the prior year. 
Approximately two-thirds of the revenue increase 
was due to the generally favorable world trade 
conditions existing in 1974 and improved rates on 
certain trade routes. The remainder of the increase 
resulted from the greater capacity of the expanded 
fleet. The 1974 earnings increase reflected the higher 
revenues, better operating performance, and lower 
redeployment and start-up costs compared with 
1973. 

Domestic Petroleum 

Domestic petroleum sales in 1976, substantially all 
of which are attributable to the six-month period from 
June 30 to December 31, totaled $254 million. 


Domestic petroleum is composed mainly of the 
former Burmah Oil properties acquired on June 30, 

1976. (See Note 12 to the Financial Statements.) Prior 
to the midyear acquisition, domestic petroleum 
operations had been primarily limited to a program of 
lease acquisition and evaluation. In addition to 
producing properties, a substantial inventory of 
leases in various stages of evaluation and develop¬ 
ment were obtained in the acquisition. Earnings from 
domestic petroleum operations in 1976 and prior 
years reflect the high lease amortization and 
exploration costs. 

With the acquisition of the Burmah Oil properties, 
the Company is committed to a vigorous exploration 
and development program in the domestic energy 
business. 

International Petroleum 

International petroleum includes foreign petroleum 
operations in Kuwait, Iran, Argentina, and the Dutch 
North Sea. The latter two areas were among the 
Burmah Oil properties acquired June 30,1976. 

International petroleum sales for 1976 were a 
record $487 million, an increase of $47 million, or 11 
percent, over 1975. This increase was primarily a 
result of improved volumes by the Company's Kuwait 
operations. Earnings from operations, however, 
decreased to $34 million from $72 million in 1975. The 
decrease was due principally to higher provisions for 
assessments by foreign governments. 

The Company has reclassified to operating 
expense that part of foreign income taxes on 
petroleum operations which is in excess of the 
customary corporate income tax rates in the various 
foreign countries in which the Company has 
petroleum operations. (See Note 7 to the Financial 
Statements.) Management believes this reclassifica¬ 
tion brings the earnings from international petroleum 
operations (which are taxed at extraordinarily high 
rates) into a better perspective with the earnings from 
operations of the Company’s other businesses. All 
periods presented have been adjusted to reflect this 
reclassification. 

Sales by the international petroleum business were 
$440 million in 1975, a decrease of $21 million, or 4.5 
percent, from 1974. The sales decline resulted from a 
weak demand for oil during the year, especially during 
the fourth quarter. Sales during the fourth quarter of 
1975 were $53 million less than in the comparable 
period of 1974. The weak fourth quarter followed a 
strong but temporary demand during the third quarter, 
when sales were appreciably boosted in anticipation 
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of price increases announced in October 1975 by 
OPEC. International petroleum earnings from 
operations for 1975 were $72 million, down $17 
million, or 19 percent, from the prior year. The 
reduced earnings reflect the lower 1975 revenues 
and increased royalty expenses of $15 million. 

International petroleum sales and revenues were 
$461 million in 1974, an increase of $361 million, and 
earnings from operations were $89 million, up $68 
million over 1973. Almost all of the revenue and 
earnings from operations increases resulted from the 
quadrupling of posted prices announced by OPEC in 
late 1973. 

Foods and Beverages 

During 1976 RJR Foods introduced its new 
Hawaiian Punch powdered drink mix. The strong 
performance of the drink mix, coupled with higher 
volumes in existing products, resulted in record sales 
of $264 million, an increase of $47 million, or 22 
percent, over 1975. During this period, however, 
earnings from operations decreased 3.3 percent from 

1975. This decline in earnings from operations 
resulted primarily from a $4 million increase in 
advertising expense (principally relating to the 
introduction of the powdered drink mix), which more 
than offset the effect of sales increases and 
manufacturing efficiencies. 

Sales in 1975 were up $19 million over 1974, 
largely due to price increases. Earnings from 
operations also increased in 1975 by $13 million, 
primarily as a result of the price increases and a 
decline in the abnormally high sugar prices existing in 

1974. 

Earnings from operations in 1974 declined $2.7 
million, or 27 percent, from the prior year. The decline 
was due in large part to the Company's adoption 
during 1974 of the LIFO method for valuing sugar 
inventories. 

In 1973 earnings from operations increased $4.4 
million, or 76 percent, over 1972, primarily due to the 
elimination in 1973 of several unprofitable product 
lines. 

Aluminum Products and Packaging 

RJR Archer posted record sales of $176 million for 

1976, a $31 million, or 21 percent, increase over 

1975. Earnings from operations increased by 38 
percent to $13 million in 1976 compared to $9.7 
million in 1975. Approximately three-fourths of the 
sales increase was due to volume improvements 
while the remainder was attributable to price 
increases. These sales and price factors were more 


than sufficient to offset generally higher manufac¬ 
turing costs, providing for the increase in earnings 
from operations. 

Sales for 1975 were up $9 million, or 6.8 percent, 
over 1974 levels and earnings from operations 
increased $2 million, or 25 percent, over the same 
period. Due to the generally poor economic con¬ 
ditions of 1975, unit sales volumes for most products 
were below "1974 levels; however, price increases 
were sufficient to offset the volume decline. 

In 1974 the Company adopted the LIFO method for 
valuing certain inventories (principally aluminum). 
This change was the principal factor in the decrease 
in earnings from operations of $5 million, or 38 
percent, in 1974 from 1973. 

Interest and Debt Expense 

Interest and debt expense was $69 million in 1976, 
$14 million, or 26 percent, greater than the 1975 
amount. The large increase was due primarily to the 
debt incurred in financing the midyear acquisition of 
the former Burmah Oil properties described in Note 
12 to the Financial Statements. The weighted 
average annual short-term interest rate (aggregate 
short-term interest paid as a percentage of the daily 
average balance of interest-bearing short-term debt) 
was 7.8 percent in 1976. 

Interest and debt expense was $55 million in 1975, 
$58 million in 1974, $41 million in 1973, and $30 
million in 1972, reflecting several factors. The $3 
million decline in 1975 resulted primarily from the 
repayment during the year of $29 million of ship 
mortgage bonds. The 1975 and 1974 amounts 
include full years' interest on the long-term ship 
mortgage bonds issued in conjunction with delivery of 
eight new SL-7 containerships late in 1972 and at 
various dates in 1973. Both average short-term debt 
balances and effective borrowing rates were higher 
during 1975 and 1974 than in 1973 and 1972. 
(Effective rates were 7.7 percent in 1975 and 10 
percent in 1974, compared to 6.5 percent and 5 
percent in 1973 and 1972, respectively.) 

The Company capitalized as SL-7 vessel cost 
construction loan interest and commitment fees of $8 
million in 1973 and $11 million in 1972. 

Provision for Income Taxes 

With the exception of 1973, the Company’s 
provision for income taxes has remained relatively 
stable, as a percent of earnings before taxes, ranging 
from 47.9 percent in 1972 to 50.6 percent in 1975 
(48.8 percent in 1976). 

The low 1973 rate, 43.2 percent, was due to high 
investment tax credits ($30 million) which resulted 
primarily from expenditures for acquiring and equip¬ 
ping the SL-7 containerships. The Company uses the 
flow-through method of accounting for investment tax 
credits, whereby the provision for income taxes is 
reduced in the year the credit first becomes available. 
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Capital Expenditures and Depreciation 

(Dollars m Millions) 



Cash Flow from Operations, Capital 
Expenditures and Cash Dividends Paid 

(Dollars In Millions) 



■ Cash Flow from Operations fl Capital Expenditures 

■ Cash Dividends Paid 


Additional analysis of income taxes is contained in 
Note 7 to the Financial Statements. 

Capital Expenditures 

Capital expenditures for 1976 were $211 million, 
compared to $197 million in 1975 and $143 million in 

1974. Beginning in 1976, the Company has included 
all capitalized exploration and development expen¬ 
ditures in its petroleum business in property, plant and 
equipment accounts. Previously, certain of these 
expenditures had been included in “Other assets and 
deferred charges." All amounts for 1975 and prior 
years have been reclassified to reflect this change. 

During 1976 $82 million was spent in the domestic 
and international tobacco businesses. Approximately 
80 percent of this amount was for domestic tobacco 
operations, including $19 million for the construction 
of a new stemmery and tobacco warehouse facilities 
in North Carolina. The new stemmery, by providing a 
more efficient and flexible stemming operation, will 
reduce future production and handling costs. 

Capital expenditures in the transportation business 
were $31 million in 1976 compared to $74 million in 

1975. The 1975 amount includes the purchase of 24 
older vessels which had been leased. 

Exploration and development spending in the 
petroleum business in 1976 totaled $74 million, of 
which $13 million represented evaluation and 
exploration costs which were charged against 
earnings as incurred. (See the Summary of Signifi¬ 
cant Accounting Policies for a description of the 
accounting policies followed in the petroleum 
business.) Substantially all of the exploration and 
development expenditures related to the domestic 
energy business. 

In the foods and beverages business, capital 
expenditures during 1976 were $7 million, $4 million 
of this amount being for new facilities. 

In 1976 $11 million was spent in the aluminum 
products and packaging business, primarily fora new 
casting facility at Huntingdon, Tennessee. 

Capital expenditures for the next three years are 
currently estimated at $1 billion. Of this amount, 
approximately $500 million is for the exploration and 
development of domestic crude oil, natural gas and 
geothermal energy. Expenditures for domestic 
tobacco operations are projected at $240 million, and 
$150 million is expected to be spent in the transporta¬ 
tion business. 


Capital Employed 

Short-term debt at year-end was $319 million, $210 
million more than the 1975 year-end amount. As 
explained in Note 12 to the Financial Statements, the 
Company initially financed the $522 million used to 
acquire the Burmah Oil properties with short-term 
debt, These borrowings were partially replaced with a 
$280 million nonrecourse production payment in 
September, 1976 (see Note 6 to the Financial 
Statements) and with $100 million in promissory 
notes issued in October, 1976. At year-end, the 
Company was considering various long-term borrow- 
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ing alternatives for the remainder of the purchase 
price. The average daily balance of short-term debt 
during 1976 was $219 million compared with $68 
million in 1975. 

Long-term debt (including current maturities) at 
year-end amounted to $695 million. Repayments 
during 1976 totaled $40 million, including $27 million 
of ship mortgage bonds. The ship mortgage bonds 
are denominated in foreign currencies which have 
been translated into U.S. dollars at year-end ex¬ 
change rates. 

Total debt as a percentage of total capital was 32 
percent and 24 percent at December 31, 1976 and 
1975, respectively, and has averaged 29 percent for 
the last five years. If the net present value of financing 
leases were included in the calculation, the percent¬ 
age of debt to total capital would have been 37 
percent in 1976, compared to 29 percent in 1975, and 
would have averaged 35 percent during the last five 
years. 

During 1976, the Company received $16 million of 
proceeds from the conversion of 628,142 shares of 
Preferred Stock into 942,207 shares of the Com¬ 
pany’s Common Stock. The proceeds were added to 
the Company’s general funds. 

Dividends and Stock Prices 

In the fourth quarter of 1976, the Company 
increased the quarterly dividend on Common Stock 
from 77 cents to 82 cents per share. The Company's 
dividend payment per common share has increased 
each year for the past 23 years except for 1971, when 
dividend increases were prohibited by Federal 
economic guidelines. This is the 77th consecutive 
year the Company has paid a dividend. 

For the past five years, dividends per share have 
averaged 48 percent of earnings per common share 
on a fully diluted basis. Dividends declared on the 
Common and Preferred Stocks during 1976 totaled a 
record $154 million. 

Since the issuance of the $2.25 Convertible 
Preferred Stock in May 1969, the Company has paid 
the regular dividend of 5674 cents per share each 
quarter. The following table sets forth the dividends 
paid per share of Common Stock and the high and low 
sales prices of the Common and Preferred Stocks 
during the last two years: 

Common Stock Preferred Stock 



Quarters 

Dividends 

Market Price 
(High-Low) 

Market Price 
(High-Low) 

1976 

First 

Second 

Third 

Fourth 

$ .77 
.77 
.77 
.82 

68V.-61V. 
62V.-55 

63 V. -56V. 
67V.-59 V. 

80 -70 

71'/a-61 
72Va-62Va 

79 -70 


Year 

$3.13 

68 V. -55 

80 -61 

1975 

First 

$ .72 

56V.-49V5. 

63 -52% 


Second 

.72 

60 3 /a - 50'/2 

68'/.-55 


Third 

.72 

60 -52'/. 

68 -55V. 


Fourth 

.77 ' 

61V6-54V4 

69%-60% 


Year 

$2.93 

61%- 49V4 

69%-52% 


Net Earnings Per Common Share (Fully Diluted) 
Dividends Per Common Share 

(Dollars) 
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Selected Five-Year Statistics 

Years Ended December 31 (Dollar Amounts in Thousands Except Per Share Statistics) 



1976 

1975 

1974 

1973 


1972 

Total current assets. 

Total current liabilities. 

$ 2 , 008,977 

978,405 

$1,697,354 

713,681 

$1,558,991 

735,484 

$1,146,228 

426,505 

$1,144,349 

464,313 

Working capital . 

1 . 030,572 

983,673 

823.507 

719,723 


680,036 

Current assets/current liabilities .... 

2.1 

2.4 

2.1 

2.7 


2.5 

Net property, plant and equipment .. 

$ 1 , 940,457 

$1,251,830 

$1,168,175 

$1,160,472 

$ 

934,984 

Total assets. 

4 , 276,761 

3,294,322 

3,093,766 

2,578,209 

2 

•,336,483 

Return on average total assets (1) ... 

10 . 3 % 

11.5% 

11.5% 

10.8% 


11.2% 

Notes payable to banks . 

$ 319,399 

$ 109,648 

$ 157,683 

$ 46,926 

$ 

12,455 

Long-term debt (including 







current maturities). 

694,982 

474,907 

525,175 

568,476 


538,119 

Stockholders’equity. 

2 , 112,817 

1,899,580 

1,660,024 

1,489,192 

i 

1,364,968 

Total capital . 

3 , 127,198 

2,484,135 

2,342,882 

2,104,594 


1,915,542 

Return on average total capital (2) .. 

13 . 8 % 

15.2% 

14.8% 

13.9% 


14.4% 

Capital expenditures. 

$ 210,843 

$ 196,722 

$ 143,027 

$ 312,183 

$ 

252,519 

Depreciation, depletion and 







amortization . 

173,633 

130,622 

115,518 

86,124 


70,437 

Cash flow from operations . 

551,915 

488,673 

469,783 

398,319 


345,586 

Dividends on Common and 







Preferred Stocks . 

$ 153,921 

$ 142,902 

$ 130,964 

$ 126,833 

$ 

120,304 

Dividends per common share. 

3.13 

2.93 

2.73 

2.636 


2.496 

Dividend payout ratio (3). 

45 % 

44% 

46% 

53% 


54% 

Common Stock price range— High.. 

68 % 

61 % 

53% 

55% 


78 

Low .. 

55 

49% 

37% 

36% 


47% 

Net earnings as a percent of 
net sales and revenues. 

6 . 2 % 

7.0% 

6.6% 

7.5% 


7.8% 

Return on average common 

stockholders’equity . 

Book value per common share. 

17 . 6 % 

$ 44.59 

19.0% 

$ 40.68 

18.7% 

$ 37.40 

17.0% 
$ 33.59 

$ 

17.5% 

30.77 

Number of stockholders at year-end 
Number of employees at year-end .. 

117,421 

37,296 

121,398 

34,666 

125,176 

32,454 

124,371 

31,477 


120,321 

30,042 


(1) Net earnings plus after-tax interest and debt expense divided by average total assets. 

(2) Net earnings plus after-tax interest and debt expense divided by average totalcapital.excluding vessel 
construction loans. (Total capital is the sum of stockholders’equity, short-term notes payable, and 
total long-term debt.) 

(3) Dividends per share as a percentage of earnings per common share on a fully diluted basis. 
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Summary of Significant Accounting Policies 

Years Ended December 31,1976 and 1975 


This summary of significant accounting policies is 
an integral part of the accompanying financial 
statements and is presented to assist in understand¬ 
ing the Company’s financial statements included in 
this report. These policies conform to generally 
accepted accounting principles and have been 
consistently followed by the Company in all material 
respects. 

Consolidation 

The Company includes in its consolidated financial 
statements the accounts of the parent and all 
subsidiaries. 

Inventories 

Inventories, including supplies and manufactured 
products, are stated at cost (most of which are valued 
using the LIFO method—see Note 3). 

Depreciation, Depletion and Amortization 

Properties and equipment used in the transporta¬ 
tion business are depreciated using the straight-line 
method. 

In the Company's manufacturing businesses 
depreciation is determined principally using 
accelerated methods. 

Leasehold costs for undeveloped oil and gas 
properties are capitalized and amortized over a five- 
year evaluation period, or over the life of the 
leasehold, whichever is shorter. Upon discovery of 
commercial hydrocarbon reserves, the unamortized 
balance of the leasehold cost is amortized on the unit- 
of-production method based on an estimate of 
recoverable reserves on a lease-by-lease basis. 
Tangible and intangible drilling costs are capitalized 
until the leasehold is evaluated. Upon evaluation, 
such drilling costs are charged to income or, if 
successful, amortized on the unit-of-production 
method. All other exploration costs are charged 
against earnings as incurred. 

In all businesses, renewals, conversions or 
betterments which add materially to the value or 
useful lives of property are charged to property, plant 
and equipment accounts. 

Intangible Assets 

The excess of cost over net assets of businesses 
acquired subsequent to October 31, 1970, is being 
amortized over periods not exceeding 40 years. 
Generally, amounts recorded prior to that date are not 
being amortized since the Company believes no 
permanent impairment of the value of these assets 
has occurred. 


Sales and Revenues 

Sales of products, which are recognized in income 
as customer shipments are made, include certain 
excise taxes (see Note 1). The Company's transpor¬ 
tation revenues and related vessel voyage expenses 
are generally recognized at the commencement of a 
voyage. Revenues received from the advance sale of 
oil and gas production are deferred and recognized in 
income as production occurs (see Note 6). 

Other Income and Expense 

The Company includes in other (income) expense, 
net, items of a financial nature, principally interest 
income. In 1976 this amount includes the payment in 
settlement of the U.S. Lines matter (see Note 8). 

Income Taxes 

The Company uses the flow-through method in 
accounting for investment tax credits, whereby the 
provision for income taxes is reduced in the year the 
tax credits first become available rather than 
deferring the credit over the life of the related asset. 

Certain of the Company’s foreign peiroleum 
operations are covered by special income tax 
agreements with foreign governments. The 
agreements generally specify a level of income tax in 
excess of the customary corporate income tax rate 
prevailing in those countries. For financial reporting 
purposes, the Company classifies these excess 
taxes as operating expenses (see Note 7). 

Earnings Per Share 

Primary earnings per share are determined by 
dividing net earnings applicable to Common Stock by 
the average number of common shares and 
equivalent common shares outstanding. 

Fully diluted earnings per share are calculated 
using the "treasury stock” method. This method 
assumes that all shares of the Convertible Preferred 
Stock outstanding during the year were converted 
into Common Stock and the conversion proceeds 
used to purchase treasury common shares at the 
higher of the average daily price or year-end closing 
price of the Common Stock. 
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Consolidated Statements of Earnings and Earnings Retained 

For the Years Ended December 31 (Dollars in Thousands Except Per Share Statistics) 


1976_1975 


Net sales and revenues (Note 1) . $5,753,568 $4,837,643 

Costs and expenses: 

Cost of products sold and operating expenses (Note 7) . 4,304,103 3,563,343 

Selling, advertising, administrative and general expenses. 670,626 _ 562,867 


Earnings from operations . 778,839 711,433 

Interest and debt expense. 68,626 54,465 

Other (income) expense, net . . (7,649) _ (13,720 ) 

717,862 670,688 

Foreign currency (gains) losses: 

Realized . 3,708 4,815 

Unrealized. 22,890 _ (20,329 ) 


Earnings before provision for income taxes. 691,264 686,202 

Provision for income taxes (Note 7) . . 337,371 _ 347,529 


Net earnings . 353,893 338,673 

Dividends on Preferred Stock. . 10,193 _ 12,129 


Net earnings applicable to Common Stock . 343,700 326,544 

Earnings retained at beginning of year . 1,520,182 1,324,539 

Cash dividends on Common Stock. 143,728 130,773 

Charges related to stock options exercised (Note 9) . 554_ 128 


Earnings retained at end of year . . $1,719,600 $1,520,182 


Net earnings per common share: 

Primary. $7.48 $7.39 

Fully diluted . 6.90 6.71 

Average number of common shares outstanding: 

Primary. 45,924,172 44,183,793 

Fully diluted . 51,289,378 50,473,159 


The Summary of Significant Accounting Policies on page 32 and the Notes to Consolidated Financial 
Statements on pages 36 through 42 are an integral part of these financial statements. 
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Consolidated Balance Sheets 

December 31 (Dollars in Thousands) 

_ 1976 _Jl 975 _ 

ASSETS 
Current assets: 

Cash and short-term investments (Note 2). $ 105,479 $ 35,244 

Accounts and notes receivable (less allowances 

of $10,855 and $17,426, respectively). 481,062 379,633 

Inventories (Note 3) . 1,403,766 1,269,249 

Prepaid expenses . 18,670 _ 13,228 

Total current assets. 2,008,977 _ 1,697,354 

Property, plant and equipment — at cost (Notes 4,5 and 10). 2,779,293 1,959,329 

Less allowances for depreciation, depletion and 

amortization . 838,836 _ 707,499 

Net property, plant and equipment. 1,940,457 _ 1,251,830 

Cost In excess of net assets of businesses acquired . 170,434 _ 171,346 

Other assets and deferred charges . 156,893 _ 173,792 

$4,276,761 $3,294,322 

LIABILITIES AND STOCKHOLDERS’ EQUITY 
Current liabilities: 

Notes payable to banks . $ 319,399 $ 109,648 

Accounts payable and accrued accounts. 462,639 347,597 

Current maturities of long-term debt (Note 5) . 48,826 39,581 

Income taxes accrued . 147,541 _ 216,855 

Total current liabilities . 978,405 _ 713,681 


Long-term debt (less current maturities) (Note 5) . 646,156 _ 435,326 

Other noncurrent liabilities . 81,735 _ 51,473 

Deferred revenue (Note 6). 263,321 _— 

Deferred Income taxes (Note 7). 194,327 _ 194,262 


Stockholders' equity(Note 9): 

Preferred Stock . 44,607 51,246 

Common Stock . 231,915 227,204 

Paid-in capital. 116,695 100,948 

Earnings retained . 1,719,600 _ 1,520,182 

Total stockholders’equity. 2,112,817 _ 1,899,580 

$4,276,761 $3,294,322 

The Summary of Significant Accounting Policies on page 32 and the Notes to Consolidated Financial 
Statements on pages 36 through 42 are an integral part of these financial statements. 

34 

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission. 




























RJ.Reynolds Industries, Inc. 


Consolidated Statements of Changes in Financial Position 

For the Years Ended December 31 (Dollars in Thousands) 


_1976_ 1975 

Working capital was provided by: 

Operations: 

Net earnings . $ 353,893 $ 338,673 

Depreciation, depletion and amortization. 173,633 130,622 

Deferred income taxes. 65 57,037 

Long-term foreign currency translation (gains) losses. 18,693 (16,760) 

Other. 5,631 _ (20,899 ) 

Total from operations. 551,915 _ 488,673 

Deferred revenue from sale of oil and gas production (Note 6). 280,000 _— 

Proceeds from long-term debt. 127,243 _ 5,910 

Proceeds from issuance of Company’s stocks. 22,059 _ 67,975 

Other (principally disposals of property, plant and equipment) . 17,361 _ 16,082 

_ 998,578 _ 578,640 


Working capital was used for: 

Net increase in long-term assets from acquisitions 

accounted for as purchases (Note 12) . 495,116 18,584 

Capital expenditures. 210,843 196,722 

Cash dividends. 153,921 142,902 

Long-term debt becoming currently payable. 46,552 41,404 

Retirement of Preferred Stock upon conversion. 6,639 21,099 

Reduction in deferred revenue (Note 6). 25,689 — 

Cost of treasury shares purchased . 2,155 3,091 

Other (principally other assets and deferred charges) . . 10,764 _ (5,328 ) 


_ 951,679 _ 418,474 

Increase in working capital. . $ 46,899 $ 160,166 


Analysis of changes in working capital: 

Increase (decrease) in current assets: 

Cash and short-term investments. $ 70,235 $ (7,452) 

Accounts and notes receivable . 101,429 12,548 

Inventories. 134,517 134,478 

Prepaid expenses . 5,442 (1,211) 

Decrease (increase) in current liabilities: 

Notes payable to banks . (209,751) 48,035 

Accounts payable and accrued accounts. (115,042) (51,540) 

Current maturities of long-term debt. (9,245) (1,630) 

Income taxes accrued . 69,314 _ 26,938 


Increase In working capital . . $ 46,899 $ 160,166 


The Summary of Significant Accounting Policies on page 32 and the Notes to Consolidated Financial 
Statements on pages 36 through 42 are an integral part of these financial statements. 
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Notes to Consolidated Financial Statements 


Notel 

Excise Taxes 

Net sales and revenues include excise taxes on 
tobacco and petroleum products as indicated in the 


following table: 

(Dollars in Thousands) 


1976 

1975 

Domestic tobacco. 

International tobacco. 

Domestic petroleum. 

.$ 849,731 

. 603,498 

. 9,190 

$ 830,989 
477,759 


$1,462,419 

$1,308,748 


Note 2 

Cash and Short-Term Investments 


Short-term investments at December 31,1976 and 
1975, valued at cost (approximate market), amounted 
to $2,319,000 and $3,013,000, respectively. 

Cash balances at December 31, 1976, are 
substantially higher than the prior year amount due 
principally to compensating balance requirements 
incurred in connection with the financing of an 
acquisition (see Note 6). 

Note 3 
Inventories 

The major classes of inventory and the amount of 
each at December 31 were: 

_ (Dollars in Thousands) 

_1976 _ 1975 

Leaf tobacco. $1,067,707 $1,030,349 

Manufactured products. 89,595 80,196 

Excise tax on manufactured 

products removed from bond ... 72,822 54,270 

Petroleum products. 28,963 10,192 

Other materials and supplies. 144,679 _ 94,242 

_$1,403,766 $1,269,249 


At December 31, 1976 and 1975, respectively, 
$985,665,000 and $938,448,000 of the inventory was 
valued by the last-in, first-out (LIFO) method. The 
balance of the inventory was valued by various other 
methods, principally first-in, first-out (FIFO). 

The current replacement value at December 31, 
1976 and 1975, of inventories was approximately 
$652,720,000 and $580,953,000, respectively, 
greater than the amounts at which these inventories 
were carried in the balance sheets. 

Note 4 

Property, Plant and Equipment 

Components of property, plant and equipment at 
December 31 are shown in the table below: 


(Dollars inThousands) 



1976 

1975 

Land and land improvements. 

Buildings and leasehold 

$ 28,166 $ 

23,432 

improvements. 

228,050 

204,775 

Machinery and equipment. 

Vessels, containers and other 

481,009 

425,396 

marine equipment. 

1,179,161 

1,128,514 

Oil and gas properties . 

704,588 

125,721 

Geothermal properties. 

61,065 

— 

Construction-in-process. 

97,254 

51,491 

Less allowances for depreciation, 

2,779,293 

1,959,329 

depletion and amortization. 

838,836 

707,499 

Net property, plant and equipment . 

$1,940,457 $1,251,830 
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Notes 

Long-Term Debt 


_ (Dollars in Thousands) _ 

December 31,1976 _ December 31,1975 



Due Within 
One Year 

Oue After 
One Year 

Due Within 
One Year 

Due After 
One Year 

Long-term debt consists of the following: 

7 Vi>% Ship Mortgage Bonds, payable in Deutschemarks with semi¬ 
annual sinking fund payments through 1987 . 

$15,464 

$145,278 

$13,984 

$145,350 

8W% and 8%% Ship Mortgage Bonds, payable in Dutch Guilders with 
semi-annual sinking fund payments through 1981. 

13,879 

48,503 

12,733 

57,233 

7%% Debentures, due February 1,2001, with annual sinking fund 
payments beginning in 1982 . 

— 

100,000 

— 

100,000 

7%% Debentures, with annual sinking fund payments 

through 1994 (reduced by $478 and $1,778 of such Debentures 

held by the Company on December 31,1976 and 1975, 

respectively, for future sinking fund requirements) . 

4,522 

85,000 

3,222 

90,000 

8.9% Notes, due October 1,1996, with annual prepayments 
beginning in 1981 . 

— 

100,000 


— 

7% Subordinated Debentures, due June 1,1989, with annual sinking 
fund payments beginning in 1980 . 

— 

15,849 

— 

15,849 

Exploration and development advances . 

319 

105,262 

- 

7,055 

Other indebtedness with various interest rates and maturities . 

14,642 

46,264 

9,642 

19,839 


$48,826 

$646,156 

$39,581 

$435,326 


The payment schedule of debt due after one year (Including the exploration advances referred to below) is as follows (dollars in 
thousands): 1978-$47,652; 1979—$65,330; 1980~$64,388; 1981—$74,702; 1982 and later—$394,084. 


At December 31,1976, the Company had $105,- 
581,000 of advances from certain gas pipeline 
companies ($92,834,000 of which was noninterest 
bearing) for the financing of exploration and develop¬ 
ment of various leases in the Gulf of Mexico in 
consideration for undertaking to execute gas 
purchase and sale agreements for future natural gas 
production. Under these advance payment 
agreements, repayment commences with the start of 
commercial production. If commercial production is 
not available to discharge the funds advanced within 
five years from date of initial delivery, the 
outstanding balances will be due in various 
scheduled installments. If after determination that 
specific advances will not be spent, based upon 
results of initial exploration of certain leases, refund of 
such advances must be made at that time. Based on 
the results of initial exploration programs on the 
specified leases, all advances are anticipated to be 
spent. Current projections indicate repayment of the 
advances will be as follows (dollars in thousands): 
1977—$319; 1978-$3,511; 1979-$22,337; 1980- 
$22,090; 1981 —$32,336; 1982 and later-$24,988. 

Under the terms of the Company's 8.9% Notes, 
dividend payments are generally limited to $150,000,- 
000, plus net earnings after December 31,1975. At 
December 31, 1976, $349,972,000 of earnings 
retained were unrestricted. 

The net book value of assets classified as vessels, 
containers and other marine equipment subject to the 
liens of ship mortgage bonds and other indebtedness 
was $390,238,000 at December 31, 1976, and 
$417,540,000 at December 31,1975. 


Note 6 

Deferred Revenue 

At December 31,1976, the Company had deferred 
revenue of $263,321,000 of which $255,000,000 
represented the balance of the proceeds from the 
sale in September 1976 of future oil and gas 
production from certain of the U.S. oil and gas 
interests acquired by the Company from the Burmah 
Oil Company Limited (see Note 12). The deferred 
revenue and related producing costs and expenses 
will be reflected in the Company’s earnings as 
production occurs. Based on current prices and 
production projections, liquidation of the balance is 
expected to occur as follows (dollars in thousands): 
1977—$55,805; 1978-$67,870; 1979-$75,280; 
1980—$60,280; 1981 and later-$4,086. 

In addition to the future revenue, the purchaser of 
the production payment will receive interest at one- 
half of one percent above prime. 

Note 7 

Provision for Income Taxes 

Under the Company's accounting policy, certain 
foreign income taxes on petroleum operations 
amounting to $199,384,000 and $131,038,000 for the 
years ended December 31,1976 and 1975, respec¬ 
tively, were classified as operating expenses (see the 
Summary of Significant Accounting Policies). 
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The provision for income taxes (excluding amounts 
classified as operating expenses) consists of the 
following: 


(Dollars in Thousands) 



1976 

1975 

Current: 



Federal. 

... $268,839 

$203,298 

State. 

33,367 

26,646 

Foreign. 

35,100 

60,548 

Total 

337,306 

290,492 

Deferred: 



Federal . 

(3,075) 

59,003 

State. 

1,497 

1,287 

Foreign. 

1,643 

(3,253) 

Total 

65 

57,037 

Provision for income taxes. . . 

. . $337,371 

$347,529 


Deferred income tax expense results from timing 
differences in the recognition of revenue and 
expense for book and tax purposes. The sources of 
these differences and the tax effect of each were as 
follows: 

_ (Dollars in Thousands) 



1976 

1975 

Excess of tax over 



book depreciation. 

.... $ 23,614 

$29,277 

Unrealized foreign 



currency gains (losses). 

(9,548) 

11,584 

Various other items. 

.... (14,001) 

16,176 

Deferred income taxes. 

.... $ 65 

$57,037 


The effective tax rate was 48.8 percent in 1976 and 
50.6 percent in 1975. The differences between the 
amounts recorded and the amounts computed by 
applying the Federal income tax rate of 48 percent to 
earnings before provision for income taxes are 
explained as follows: 


(Dollars in Thousands) 



1976 

1975 


Amount 

%of 

Pre-tax 

Income 

Amount 

%of 

Pre-tax 

Income 

Income tax computed 
at statutory U.S. 
Federal income 
tax rate. 

.$331,807 

48.0% $329,377 

48.0% 

Taxes on foreign 
operations in excess 
of statutory U.S. 
Federal income 
tax rate . 

5,623 

0.8 

3,078 

0.4 

State taxes, net of 
Federal benefit. 

. 18,129 

2.6 

14,525 

2.1 

Investment tax credit. 

. (9,826) 

(1.4) 

(6,935) 

(1.0) 

Miscellaneous items . 

(8,562) 

(1.2) 

7,484 

1.1 

Provision for 
income taxes". 

. $337,371 

48.8% $347,529 

50.6% 


•Excluding $199,384,000 and $131,038,000 classified as 
operating expenses in 1976 and 1975, respectively (see the 
Summary of Significant Accounting Policies). 


No provision has been made for U.S. income taxes 
(not material in amount) that would be payable upon 
remittance of earnings retained abroad by foreign 
subsidiaries, since it is the Company's intention to 
reinvest these earnings abroad. 

The Company is engaged in discussions with the 
Government of Kuwait regarding an increase in the 
level of payments by the Company to the Govern¬ 
ment. While the effect of any agreement which may 
result from these discussions cannot be determined 
at this time, management believes that any such 
agreement will not have a material effect on these 
financial statements. 

There are a number of issues pending as a result of 
Internal Revenue Service audits, none of which is 
expected to have a material effect on the Company's 
financial statements (see Note 8). 

Note 8 

Commitments and Contingencies 

The matters relating to the Company's agreements 
with Walter Kidde & Company pertaining to the 
purchase of United States Lines, Inc. have been 
resolved by a settlement in 1976 in which the 
Company paid Kidde $4.5 million, which is included in 
other (income) expense, net. The Company has no 
further responsibility in respect to the foregoing 
agreements and it believes any further action in the 
related antitrust lawsuit before a U.S. District Court 
was rendered moot by the settlement. 

Three civil actions purporting to be class actions, 
two of which were brought in July 1974 and one of 
which was brought in April 1975, are pending against 
the six major United States cigarette manufacturers, 
including the Company, and others in which certain 
tobacco farmers allege violations of the antitrust laws 
and seek damages of approximately $43 million, 
$336 million, and an unspecified amount, respec¬ 
tively, plus attorneys' fees and costs. In one of the 
cases, the trial court held in September 1975 that the 
action was not a proper class action but the decision 
was reversed in July 1976 by a divided panel of the 
United States Court of Appeals for the Fourth Circuit. 
However, the entire Court of Appeals has reheard the 
appeal and its decision is pending. Investigation of 
the merits of the three cases is not complete, but the 
Company, based on the investigation and the formal 
discovery to date, believes that it has substantial 
factual and legal defenses on the merits to the 
charges made. The Company is unable to predict the 
outcome of the foregoing actions and the effect, if 
any, upon the Company’s financial statements. 

In October 1976 an action was brought by a 
competitor of Sea-Land alleging that Reynolds 
Tobacco, McLean and Sea-Land have violated 
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various sections of the antitrust laws in the transpor¬ 
tation by common carriers by water in interstate and 
foreign commerce of freight on various trade routes in 
such commerce by a variety of alleged improper acts 
and practices. The complaint has been amended to 
add as defendants the Company and Reynolds 
Leasing. A motion to dismiss as to the Company, 
Reynolds Leasing and McLean for lack of jurisdiction 
is pending. The competitor seeks injunctive relief, 
treble damages in an unspecified amount and 
attorneys’ fees and costs. In another antitrust action, 
also brought by a competitor of Sea-Land and 
commenced in 1969, that competitor seeks to enjoin 
a time charter and lease then proposed but no longer 
pending for the charter of the containership fleet of 
United States Lines, Inc. to Sea-Land. The relief 
sought includes the request that Reynolds Tobacco 
be required to divest itself of McLean and Sea-Land, 
and that Walter Kidde & Company, I nc. be required to 
divest itself of United States Lines. In the opinion of 
the Company, both of the foregoing antitrust actions 
are without merit as to the Company and its 
subsidiaries. 

In April 1976 the investigation by the Audit 
Committee of the Company into questionable foreign 
payments, political contributions, off-book funds and 
related matters was announced. Subsequently, in 
May 1976 the Company issued a press release and 
filed a Current Report on Form 8-K with the Securities 
and Exchange Commission disclosing the interim 
results of the investigation to that date. lnJune1976a 
suit, the factual allegations of which are largely based 
upon the May 1976 press release and purporting to 
be a derivative action, was brought in a Federal 
District Court by two trustees of a trust, which is an 
alleged shareholder, in behalf of the Company and its 
shareholders. Damages in an unspecified amount for 
the benefit of the Company are sought from certain 
present and former directors of the Company. In 
September 1976 the Company issued a press 
release and filed with the Securities and Exchange 
Commission its Current Report on Form 8-K disclos¬ 
ing the results of the investigation indicating problems 
in three areas. In the first area, the investigation 
concluded that more than $19 million in rebates, 
which may have violated the Shipping Act of 1916, 
had been paid by Sea-Land to shippers, consignees 
and forwarding agents during the period 1971 
through 1975. Sea-Land has made full voluntary 
disclosure to the Federal Maritime Commission 
concerning such possible violations with respect to 
which the Federal Maritime Commission has im¬ 
posed a penalty of $4 million which was charged 
against 1976 operating expenses. In the second area, 
the investigation identified a total of $5,360,000 in 
questionable payments made since January 1,1971, 
primarily to lower or middle level officials or 
employees of foreign governments or officials or 
employees of companies owned or controlled by 
foreign governments, substantially all of which relate 


to the Company's international tobacco subsidiaries. 
In the third area, the investigation concluded that 
corporate funds totaling as much as $190,000 were 
used for domestic political contributions. 

Several agencies of the Federal government have 
been reviewing the matters and transactions 
described in the September 1976 8-K Report to 
determine whether there may have been violations of 
Federal criminal laws, including sections of the 
Internal Revenue Code which carry criminal sanc¬ 
tions. The Federal investigation has been headed by 
the Office of the U.S. Attorney for the District of New 
Jersey which had been conducting a grand jury 
investigation of the practice of rebating in the 
international ocean carrier industry prior to the 
Reynolds 8-K Reports. The U.S. Attorney has been 
assisted by Special Agents of the Internal Revenue 
Service. The inquiry is still in the investigatory stage 
and no representative of the Federal government or 
the grand jury has informed the Company what, if any, 
action will be taken in this area. The Company does 
not believe that rebates of the type which were paid 
by Sea-Land result in violations of criminal law. 

In the opinion of the Company, the rebates and the 
foreign payments described in the 8-K Reports have 
not given rise to any material improper deductions on 
the Company's U.S. consolidated Federal income tax 
return, and consequently have not violated those 
substantive provisions of the Internal Revenue Code 
which have .to do with the subject of tax evasion. 
There are other criminal sections of the Internal 
Revenue Code and other Federal laws which relate to 
the accuracy of tax returns and other disclosures to 
agencies of the Federal government which the 
government may seek to invoke against the Com¬ 
pany in this situation. The Company cannot predict at 
this point what the position of the Federal in¬ 
vestigators will be with respect to the foregoing 
matters. 

While it is impossible to estimate the ultimate 
liability in respect to the foregoing matters arising out 
of the Audit Committee's investigation, the Company 
is of the opinion that additional liability, if any, will not 
have a material adverse effect on its financial 
statements. 

The Company and its subsidiaries are involved in 
certain other litigation and renegotiation matters 
which in the aggregate are not expected to have any 
material adverse effect on the Company’s financial 
statements. The Company had various capital 
spending commitments of $54 million at December 
31,1976. For additional information concerning com¬ 
mitments and contingencies, see Notes 7 and 10. 
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Note 9 

Capital Changes and Related Matters 

_ (Dollars in Thousands) 

_1976_ 1975 

$2.25 Convertible Preferred Stock — without par value ($10.57 stated value): 

Authorized 4,232,093 shares and 4,860,235 shares at December 31,1976 and 1975, 
respectively; outstanding 4,220,143 shares and 4,848,285 shares at December 31,19 7 6 
and 1975, respectively. 


Balance at beginning of year . $ 51,246 $ 72,345 

Shares converted into Common Stock (628,142 shares in 1976 and 1,996,077 in 1975). (6,639) _ (21,099 ) 

Balance at end of year . $ 44,607 $ 51,246 

Common Stock — par $5: Authorized 60,000,000 shares; outstanding 46,383,042 shares 
and 45,440,835 shares at December 31,1976 and 1975, respectively. 

Balance at beginning of year . $ 227,204 $ 212,234 

Shares issued upon conversion of Preferred Stock (942,207 shares in 1976 and 2,994,113 

shares in 1975) . 4,711 _ 14,970 

Balance at end of year . $ 231,915 $ 227,204 

Treasury Common Stock 

Balance at beginning of year . — — 

Purchased (33,601 shares in 1976 and 53,550 shares in 1975). $ 2,155 $ 3,091 

Delivered in connection with acquisition of a business (44,000 shares) . — (2,548) 

Sales upon exercise of stock options (33,601 shares in 1976 and 9,550 shares in 1975). (1,601) (415) 

Amount charged to earnings retained (difference between option price and 

cost of treasury stock) . (554) _ (128 ) 

Balance at end of year . $ —o— $ —0— 

Paid-In capital 

Balance at beginning of year . $ 100,948 $ 50,906 

Net proceeds from conversion of Preferred Stock into Common Stock. 15,747 _ 50,042 

Balance at end of year . .$ 116,695 $ 100.948 


Each share of the Preferred Stock is convertible 
into 1.5 shares of the Company’s Common Stock on 
surrender of the preferred share and payment of $22 
in cash. Upon conversion the cash proceeds and the 
stated value of the converted preferred shares less 
the par value of the common shares issued is 
credited to paid-in capital. The Company may call for 
redemption of the Preferred Stock after June 30, 
1979, at $50 per share (aggregating $211 million at 
December 31, 1976) plus accrued dividends to the 
redemption date. In the event of involuntary liquida¬ 
tion, holders of the Preferred Stock are entitled to 
$10.57 per share plus accrued dividends. Of the 
authorized but unissued common shares at 
December 31, 1976, 6,330,215 were reserved for 
conversion of 4,220,143 shares of preferred shares 
issued. 

The Career Executive Stock Plan, approved by the 
stockholders at the 1974 annual meeting, provides for 
the granting of options to certain officers and 
employees. The maximum number of shares of the 
Company's Common Stock which may be purchased 
under the plan is 600,000 and individual purchases 
are limited to 30,000 shares. 


The plan permits the granting of both qualified and 
nonqualified options (as defined under the Internal 
Revenue Code) which may run for periods of up to 
five years as to qualified and up to 10 years as to 
nonqualified options. However, no option may be 
exercised prior to one year after the date of grant. The 
option price is the average quoted market price on the 
date of grant. Options granted that lapse or are 
canceled prior to exercise are added back to the 
shares authorized for future options. 

The following table summarizes the changes in 
options outstanding at December 31,1976 and 1975; 



1976 

1975 

Outstanding at 

beginning of year. 

Granted . 

Exercised. 

Canceled . 

311,200 

215,750 

(33,601) 

(6,250) 

122,500 

202,900 

(9,550) 

(4,650) 

Outstanding at end of year 

487,099 

311,200 

Price Ranges; 

Granted . 

Exercised: 

Option price . 

Market price . 

Outstanding at end of year 

$59.06-$63.56 

$43.44-$57.56 

S56.75-S67.87 

S43.44-S63.56 

S57.56-S58.38 

$43.44 

S52.79-S60.00 

S43.44-S58.38 


At December 31, 1976 and 1975, respectively, options were 
exercisable as to 271,649 and 109,200 shares. 


As of December 31, 1976, 69,750 shares of the Company's 
Common Stock were reserved for future grants. 
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Note 10 

Leases and Charters 


Note 11 
Pension Plans 


Leases and charters for vessels and related 
equipment and facilities are used extensively in 
connection with the transportation business. Leases 
for major equipment and facilities have remaining 
terms up to 25 years. Lease expense was as follows: 


(Dollars in Thousands) 



1976 

1975 

Noncancelabie 



Nonfinancing leases. 

.$23,968 

$20,425 

Financing leases. 

. 27,830 

27,396 

Total. 


47,821 

Cancelable lease*. 

. 35,061 

30,746 

Total lease expense. 

.$86,859 

$78,567 


At December 31, 1976, the Company was 
obligated under noncancelabie lease agreements to 
make minimum payments in future years as follows: 

__ (Dollars in Thousands) 

Non- 

__Financing Financing Total 


1977 .$ 20,825 $ 26,630 $ 47,455 

1978 . 17,499 25,528 43,027 

1979 . 14,152 24,036 38,188 

1980 . 10,661 23,094 33,755 

1981 . 6,816 22,112 28,928 

1982-1986. 17,572 104,620 122,192 

1987-1991 . 4,912 83,808 88,720 

1992-1996 . 2,921 61,553 64,474 

Remainder. 289 27,449 27,738 


The net present values of the Company's future 
minimum lease obligations under financing leases at 
December 31, 1976 and 1975, are shown below by 
type of property along with the weighted average and 
range of interest rates specified or implicit in the 
leases: 


(Dollars in 
Thousands) 


1976 

Present Value 

Interest Rates 

Amounts 

Weighted 

Average 

Range 

1976 1975 

Land and buildings ... 8% 
Other property, plant 

4%-9% 

$131,530 $107,610 

and equipment.7% 

3%-11% 

83,193 106,322 

$214,723 $213,932 


If all noncancelabie financing leases were 
capitalized, there would be no material effect on net 
earnings. 


The Company provides retirement benefits for 
substantially all of its regular full-time employees 
through Company-administered plans and plans 
administered under collective bargaining 
agreements. The Company’s policy with respect to 
Company-administered plans is to fund pension 
costs accrued. 

The cost of the Company-administered plans is 
determined on the basis of various actuarial assump¬ 
tions, the principal ones being: a 6 percent assumed 
rate of future earnings on Pension Trust assets 
including systematic recognition of a portion of the 
unrealized appreciation or depreciation in the value of 
common stocks in the trust fund; and amortization of 
unfunded prior service cost over a 30-year period. At 
the date of the latest actuarial valuation, unfunded 
prior service cost was $167 million. 

Pension expense was $40 million in 1976 and $28 
million in 1975. The increase resulted principally from 
the addition in 1976 of 10-year full vesting and 
preretirement surviving spouse’s benefits. According 
to the most recent actuarial valuations, the value of 
vested benefits exceeds the assets of the Company- 
administered plans by $28 million, primarily as a 
result of the benefits added in 1976. 

The Company makes payments under the terms of 
various collective bargaining agreements to provide 
welfare benefits, including pension benefits, for 
covered employees. 

Note 12 
Acquisitions 

On June 30, 1976, the Company acquired the 
outstanding capital stock of the principal U.S. 
subsidiaries of the Burmah Oil Company Limited for 
approximately $522 million in cash. The acquisition 
was financed initially by short-term borrowings, which 
have been replaced in part by the sale of a $280 
million nonrecourse production payment (see Note 6) 
and $100 million in long-term notes (see Note5). The 
consolidated operating results of the Company for the 
year ended December 31, 1976, include the 
operations of the acquired companies from the date 
of acquisition. 
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Shown below are the unaudited pro forma com¬ 
bined results of operations for the years ended 
December 31, assuming that the acquisition had 
taken place on January 1,1975: 

(Dollars in Thousands 
Except 

Per Share Statistics) 



1976 

1975 

Net sales and revenues. 

.$6,005,467 

$5,277,637 

Net earnings. 

Net earnings per common share: 

345,862 

323,640 

Primary. 

7.31 

7.05 

Fully diluted. 

6.74 

6.41 

The effects of the above acquisition and certain 
other businesses purchased in 1975 on the Con¬ 
solidated Statements of Changes in Financial 

Position are shown in the following table: 



(Dollars in Thousands) 


1976 

1975 

Acquisitions: 



Property, plant and equipment 

..$ 627,121 

$ 16,462 

Other assets. 

138,211 

24,138 

Liabilities assumed. 

Cost in excess of net assets 

.. (243,630) 

(734) 

of businesses acquired. 

— 

2,163 

Total cost of acquisitions. 

Less working capital at dates 

521,702 

42,029 

of acquisition. 

26,586 

23,445 

Net increase in long-term assets 

..$ 495,116 

$ 18,584 

Note 13 

Foreign Operations 



The Company’s operations located 

in foreign 

countries (principally tobacco and petroleum) are 

summarized as follows: 




(Dollars in Thousands) 


1976 

1975 


Assets.$ 613,371 $ 590,238 

Liabilities. 379,424 337,378 

Net sales and revenues. 1,603,579 1,324,056 

Net earnings. 33,697 40,795 

All of the Company's principal domestic sub¬ 
sidiaries are engaged, in varying degrees, in mul¬ 
tinational commerce, and most of the Company's 
transportation operations are dependent on inter¬ 
national trade. 


Note 14 

Quarterly Results of Operations (Unaudited) 

The following is a summary of the unaudited 
quarterly results of operations for the year ended 
December 31,1976: 

(Dollars in Thousands 

_ Except Per Share Statistics) _ 



First 

Second 

Third 

Fourth 

Net sales and 

revenues 

$1,305,531 

$1,363,539 $1,497,407 $1,587,091 

Earnings from 
operations 

166,357 

193,724 

213,339 

205,419 

Net earnings 

75,834 

95,041 

91,659 

91,359 

Net earnings 
per common 
share: 

Primary 

1.60 

2.02 

1.94 

1.92 

Fully diluted 

1.48 

1.87 

1.79 

1.76 


Earnings from operations for the first and second 
quarters are $58,585,000 and $40,871,000, respec¬ 
tively, less than amounts previously reported due to 
the reclassification of certain foreign income taxes 
(see Note 7). The reclassification had no effect on net 
earnings. 

A significant variable affecting quarterly net earn¬ 
ings is the recognition of unrealized foreign currency 
translation gains and losses as required by Statement 
of Financial Accounting Standards No. 8 (SFAS No. 
8). See page 26 of the Financial Review which details, 
by quarter, the dollar effect of SFAS No. 8. 

Note 15 

Replacement Costs (Unaudited) 

Replacing existing items of property, plant and 
equipment with assets having equivalent productive 
capacity would require a substantially greater capital 
investment than was required at the time these assets 
were originally purchased, reflecting principally the 
cumulative effect of inflation over the relatively long 
lives of these assets. 

The Company's production costs have risen due to 
increases in the general level of prices. If the 
Company’s cost of products sold and operating 
expenses were recast to reflect replacement costs, 
reported gross margins would be reduced. Historical¬ 
ly the Company has endeavored to compensate for 
cost increases by modifying its selling prices and 
increasing operating efficiency, although competitive 
and regulatory conditions can limit the Company’s 
ability to increase selling prices. 

The Company's Annual Report to the Securities 
and Exchange Commission on Form 10-K (a copy of 
which is available upon request) contains specific 
information with respect to the estimated replace¬ 
ment cost of inventories and property, plant and 
equipment at December 31,1976, and the estimated 
effect of such costs on depreciation expense and 
cost of products sold and operating expenses for 
1976. 
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Report of Independent Accountants 


ERNST & ERNST 

2015 Wachovia Building 

Winston-Salem, North Carolina 

RJ.Reynolds Industries, Inc. 

Its Directors and Stockholders 

We have examined the consolidated balance 
sheets of R.J. Reynolds Industries, Inc. and sub¬ 
sidiaries as of December 31,1976 and 1975 and the 
related consolidated statements of earnings and 
earnings retained and changes in financial position 
for the years then ended. Our examinations were 
made in accordance with generally accepted 
auditing standards and, accordingly, included such 
tests of the accounting records and such other 
auditing procedures as we considered necessary in 
the circumstances. 

As discussed in Note 8 to the financial statements, 
the Company and others, including all major United 
States cigarette manufacturers, are defendants in 
lawsuits alleging violations of antitrust laws. The 
Company, based on the investigation and formal 
discovery to date, believes that it has substantial 
factual and legal defenses to the charges made. The 
Company is unable to predict the outcome of this 
matter and the effect, if any, upon the Company's 
financial statements. Accordingly, the Company has 
made no provision for this matter in its financial 
statements. 

In our opinion, subject to the effect, if any, of the 
ultimate resolution of the matter discussed in the 
preceding paragraph, the financial statements 
referred to above present fairly the consolidated 
financial position of R.J. Reynolds Industries, Inc. and 
subsidiaries at December 31,1976 and 1975, and the 
consolidated results of their operations and the 
changes in their consolidated financial position for 
the years then ended, in conformity with generally 
accepted accounting principles applied on a consis¬ 
tent basis. 



February 17,1977 
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Board of Directors 


Officers 


COLIN STOKES cal 
Chairman, 

R.J.Reynolds Industries, Inc. 

Chairman, Finance Committee (RJR) 

J. PAUL STICHT CB '' 

President, 

R.J.Reynolds Industries, Inc. 

Chairman, Executive Committee (RJR) 

JOSEPH F. ABELY, JR . 6 ®’ 1 
Executive Vice President and 
Chief Financial Officer, 

RJ.Reynolds Industries, Inc. 

C. F, BENBOW 

Senior Vice President and Secretary, 
R.J.Reynolds Industries, Inc. 

ALBERT L. BUTLER, JR . 2 
President, 

The Arista Company 

HERSCHEL H. CUDD ac 
Former Senior Vice President, 

Standard Oil Company (Indiana) 

GORDON GRAY « 

Chairman of the Board, 

Summit Communications, Inc. 

Chairman, Compensation Committee (RJR) 

WM.D.HOBBS 8 
Chairman and President, 

R.J.Reynolds Tobacco Company 


JUANITA M.KREPS' 

Vice President, 

Duke University 

WALTER L. LINGLE, JR . 88 ' 1 
Former Executive Vice President, 

The Procter & Gamble Company 

JOHN MACOMBER' 

President, 

Celanese Corporation 

MALCOM P. McLEAN 8 
Investments 

CHARLES F. MYERS, JR. ac '' 

Retired Chairman of the Board, 
Burlington Industries, Inc. 

Chairman, Audit Committee (RJR) 

JAMES R. PETERSON 
Executive Vice President, 

R.J.Reynolds Industries, Inc. 

H.C. ROEMER 8 

Vice President and General Counsel, 
R.J.Reynolds Industries, Inc. 

J.TYLEE WILSON 28 
Executive Vice President, 

R.J.Reynolds Industries, Inc. 

Chairman and Chief Executive Officer, 
RJ.Reynolds Tobacco International, Inc. 


COLIN STOKES 

Chairman and Chief Executive Officer 

J, PAUL STICHT 
President and Chief Operating Officer 
JOSEPH F. ABELY, JR . 8 
Executive Vice President and 
Chief Financial Officer 
MICHAEL R. McEVOY 
Executive Vice President 
JAMES R. PETERSON 
Executive Vice President 
J.B. SUNDERLAND 
Executive Vice President 
J.TYLEE WILSON 
Executive Vice President 
C. F. BENBOW 

Senior Vice President and Secretary 

RODNEY E. AUSTIN 

Vice President 

E.C. RITCHELL 

Vice President 

H.C. ROEMER 

Vice President and General Counsel 

R.D. THOMPSON 

Vice President 

J.W.DOWDLE 

Treasurer 

J. A. HAGAN 

Comptroller 


International 
Advisory Board 

COLIN STOKES 
Chairman, 

R.J.Reynolds Industries, Inc. 

J. PAUL STICHT 
President, 

R.J.Reynolds Industries, Inc. 

HERMANN JOSEF ABS 
Chairman, Supervisory Board, 
Deutsche Bank A.G., Germany 

ARCHIE K. DAVIS 

Retired Chairman, Wachovia Bank & 

Trust Company, N.A.; former President, 
American Bankers Association, 

United States 


Directors Emeriti 

D. RICE ALLEN, JR." 

Retired Manager, Leaf Buying, 
RJ.Reynolds Tobacco Company 

S. A. ANGOTTI 

Retired Senior Vice President, 

RJ.Reynolds Industries, Inc. 

LEIGHTON H. COLEMAN 
Former Partner, 

Davis Polk &Wardwell 

A. H. GALLOWAY 
Retired Chairman, 

R.J.Reynolds Industries, Inc. 

KENNETH H. HOOVER 5 
Retired Vice President, 
R.J.Reynolds Tobacco Company 


CHUJIRO FUJINO 
Chairman, 

Mitsubishi Corporation, Japan 

RONALD GRIERSON 
Retired businessman; 
former Director General lor 
Industrial Affairs, EEC, United Kingdom 

ERLING S. LORENTZEN 
President, Aracruz Celulose S.A. and of 
the Lorentzen Group, Brazil 

DONALD S. McGIVERIN 
President, Hudson's Bay Company, 
Canada 

F. O.J.SICKINGHE 
Chairman, Board of Management, 
Verenigde Machinefabrieken N.V., 
Holland 

CHAS. B. WADE, JR. (Secretary) 


WILLIAM R. LYBROOK 7 
Retired Senior Vice President and Secretary, 
R.J.Reynolds Industries, Inc. 

H.H.RAMM 

Retired Chairman of the Executive 
Committee and Senior Vice President, 
RJ.Reynolds Industries, Inc. 

J.H. SHERRILL 7 
Retired Vice President, 

RJ.Reynolds Tobacco Company 

R. G. VALLANDINGHAM 
Retired Superintendent of Leaf Buying, 

R J.Reynolds Tobacco Company 

JOHN C. WHITAKER 
Retired Chairman, 

R.J.Reynolds Tobacco Company 


1. Resigned January 21,1977, 

to become Secretary of Commerce 
in President Carter's Cabinet 

2. Elected September 16,1976 

3. Elected January 15,1976 

4. Deceased January 27,1977 

5. DeceasedJanuary31,1977 

6. Elected February 17,1977 

7. Appointed January 20,1977 

8. Resigned February 14,1977 

9. Effective March 1,1977 

a. Member, Audit Committee 
c. Member, Compensation Committee 

e. Member, Executive Committee 

f, Member, Finance Committee 
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Tobacco 


R.J. Reynolds Tobacco 
Company has been making 
tobacco products since 
1875 when Richard Joshua 
Reynolds founded a plug 
chewing tobacco company 
in Winston, North Carolina. 
Today the Tobacco Com¬ 
pany is the largest in the 
United States, with four 
cigarette brands in the top 
10 — WINSTON, SALEM, 
CAMEL and VANTAGE. Its 
PRINCE ALBERT is one Of 
the best-selling pipe tobac¬ 
cos. DAYS WORK is the 
best-selling plug chewing 
tobacco. And win¬ 
chester is the leading 
little cigar. In recent years 
R.J. Reynolds has suc¬ 
cessfully introduced 
brands keyed to today’s 
tastes. Its VANTAGE and 
DORAL brands and "Light" 
brand extensions are pop¬ 
ular in the low "tar” and 
nicotine category. In the 
ultra-low "tar” and nicotine 
category, the company 
offers NOW. With its 
120mm MORE, R.J. Reyn¬ 
olds originated a new style 
of cigarette. 


Wm. D. Hobbs 
Chairman, Chief Executive 
Officer and President 


1972 


1973 


1974 


1975 


1975 


3000 - 
2500- 


2000- 

1500- 


Sales 

(millions of dollars! 

Sales increased 8.6 percent to 
$2.66 billion in 1976 tram 1975 as 
urn! cigarette sales increased 
more than 2 percent, twice the 
industry average. 
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Earnings from operations 

(millions ol dollars) 

Earnings Irom upeiahons in¬ 
creased 8.6 percent to $5-10 million 
in 1976 horn 197b as highei unit 
sales volume and puce incicases 
were sullic.ieril to otlsel signiticant 
uses in advertising and manulac- 
lining costs 


34- 

33- 


32- 


Share of total 
U.S. cigarette market 

(percent) 

Reynolds Tobacco increased its 
share ol the U.S. cigarette market 
in 1976 lot the second consecutive 
year, ending the year with a 33.4 
percent share-ot-markei (upper 
potlion ol chart/. The company's 
low "tar" brands helped the pet- 
tor mance and accounted lor morn 
than 6 percent ol total U.S. 
cigarette sales (lower portion ol 
chart). 


Share of 

new-product business 

(1971 - June 30.1976 in percent) 
Brands introduced since 1971 now 
account lor about 10 percent ol the 
tola! U.S. cigarette market. Reyn¬ 
olds Tobacco enjoys 41 percent ol 
this business, lollowed by Philip 
Morris (PM). Brown & Williamson 
(B&W), American Tobacco (ATC) 
and Lorillard (Lor.) 
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Tobacco , 
International. 


R.J. Reynolds Tobacco • 

. lnternational, i lnc..directsl._,_i 
RJR's tobacco operations \ 
o u t si d etheUni t e d' $t ates 
from headquarters in 
Winston-Salem, North 1 : 
Carolina. The company; 
manufactures its cigarette . 
brands in morethan'20 . v 
countries arid sells,thpm in ’ 
.more thanT40. lf enpploys ' 
approximately 7,0'QjOper-' 
sons worldwide. It V 
manufactures;cigarettes in 
foreign countries eiitherat 

its own plants or through 

licensing agfeerttents. In. 

• recent years tobacco 
operations have either 
been started or expanded 
i n New Zealand, Canada, 
Malaysia, Iran,Bulgaria, 

Brazil, Australia, Spain and , 
Greece. In addition to ; 
manufacturing arid; . 

, marketing local brands in' 
foreign countries,Tobacco 
International sells RJR's. 
domestic brands pyerSeas. • 

-J.Tylee.Wilson /. 

Chairman and Chief Executive 
Officer '.'A;'..; 

. G. Dee Smith : : 

President and Chief Operating 
Officer • 1 -• ■,■■■ ■ 




1972 1973 1974 1975 1976 
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Area Area Area Area 
I II HI IV j 
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Sales 

(millions ol dollars) 

Sales increased 27 percent to 
SI 11 billion in 197 G horn 1979 
Ibis level ol sales is loin linn v; the 
$97/ million in sales recorded in 
1972. 


Earnings from operations 

(millions ol dollars) 

Lainintjs horn operations in¬ 
creased 99 percent In $92 million 
in 1976 horn 1979. Volume and 
puce increases contributed ,tboul 
equally to the improved resells 


Unit sates 

(mills in billions) 

Unit sales ol ciqaieltcs ilic/eased 
27 pcrcetil to more Ilian 99 billion 
owls ill 19/6 liom 19/9. will) now 
pioducts accounhnt) toi almost a 
(loader ol the yam. 


Percent of unit cigarette 
sales by Area-1976 

(percent) 

Area I (f.uiope, Middle l asl, Alne.al 
accounted lor 91 peicent ol total 
anil sales in 19/6 Area II(Canada) 
accounted loi 19 peiccnl Aica III 
(Latin America), loi 21 peicent 
Area IV (Asia/Paciln:), lor 9 per¬ 
cent. 


o- 
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1972 1973 1974 1975 1976 


Sea-Land 

In 1969 R.J. Reynolds 
acquired Sea-Land Serv¬ 
ice, Inc., the world's largest . 
contairierized/transporta- 
tion company.;Se'a-Land. ••• 

. had pioneered the land-sea 
containerized fright donr 
cept,. where products can . 
be shipped door-to-door in ; 
. the same sealed cphtainer / . 
by combinations of truck,, 
train and ship; In addition 
to the standard 35r and 40- . 
foot dry cargojiraris, Sea-.’ 
Land offers flexibility to its 
shippers by derating; 
special-purpose 6pn-. r . 
tainersto handlea wide 
variety of car go, fro m lig- . 
uids te frozen-foods. In 
1972 and 1973 the com¬ 
pany introduced-a fleet of 
eight SL-7 cdntalnerships, 
These vessels are the 
fastest merchant ships in . 
the world (33 knots or 38 - 7 
m i le.s perhourjandcan : 
carry 1,096 35-and 40-foot 

containers. Sed-Land'sl;. 

fleet of 65 coiitainerships 
serves more than 130 ports 
in some 50 countries • 
around the world! 


Charles I. Hlltzhelmer. ■ 
Chairman and : Chief Executive 
Officer ■ . • / 


Henry L. Gilbertson' ' 
President ahdCh.ief Operating 
Officer : , : 
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600 - 

400 • 

soo - 
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1964 1968 1972 1976 


140 — 
120- 
100 — 
80- 
60- 
40 — 
20- 



0- 


Sales 

(millions ol dollais) 

Sen Lund revenues lose Ipet- 
p.enl in 19/6 hom I 976 to a record 
SH63 inillioi i. helped by nnptoved 
condition!: in wot Id hade 


Earnings from operations 

(millions of dollars) 

Earnings hom operations in- 
cmascil 33 pereent in 1976 hom 
197b to SI 19 million as a insult ol 
Imjlici luvenues, wtnpli motu than 
ollset cost mci eases 


Ports served 

(at December 31) 

At Dcpember 31. 1976. Sea-land 
served 130 pods, more than six 
limes the ruimbei otpoits set ved at 
the end ot 1964. 


Countries served 

(at December 31) 

At year-end 1976 Sea Land solv¬ 
ed 60 pounlnes, compared with 
only toili couritncs at the end ol 
1964 
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Aminoil 


In 1970 R.J.; Reynolds 
entered the petroleum in¬ 
dustry by acquiring' ■ 
American Independent Oil 
Company, which has oil . 
production in the Divided : 

: 'Zone between Kuwait and 
Saudi Arabia; as well as a 
. refinery and desulfuriza- . 
tion plant in Kuwait it also 
participates in the Iranian 
Consortium, a group of 
companies with oil rights 
in Iran. In i976|R.J. : Reyn- 
olds took a significant step / 
to expand its domestic 1 
petroleum business by ’ , , 
acquiring theiprincipai / 

U.S. properties pf the Bur- 
mah OiI Company Limited. 
Properties now held by : 
Aminoil companies are ' 
involved in^he exploration, : 
production and rnarkefing 
of oil, natural gas and 
petroleum products 
throughput the World.' 


Jack B. Sunderland - , 
Chairman , Chiel Executive 
Ollicer and President 



1972 1973 1974 1975 1978 


800 - 
700 - 
600- 
500- 
400- 
300- 
200 — 
100 — 



20- 

0- 


Sates 

(millions ol dollars) 

Ammoil's sales increased UK per 
cent in 19/1 i horn 19/9 to $749 
million, boosted hv the nmlveat 
acquisition ol the principal US 
properties ol the buimah Oil 
Company Limited. 


Earnings from operations 

(millions of dollars) 

Earnings horn operations declined 
horn $04 million in 19/9 to -$39 
million in 19/0, prim,inly liecause 
ol Imjti uxpluiation costs and 
higher provisions tor assessments 
hy loreigri governments 


Exploration spending 

(millions of dollars) 

Exploration spending rose to 
almost $35 million in 1970 twin 
$3.2 million in 1972. In the 1974 ■ 76 
period more than 90 percent ol the 
spending was lor U.S. exploration. 


Production volumes 

(thousands ol barrels per day ol oil 
and oil equivalent ol natural gas) 
Production ot oil and oil equivalent 
ol natural gas ran close to 190,000 
barrets a day in the last hall ol 
1970, alter thetiunnahacquisition. 
In the lust hall ol 1970 production 
tan at more than 120,000 barrels a 
day. 
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Foods 


R. J, Reynolds entered 
the foods and beverage 
industry in 1963 when it 
acquired the maker of 
HAWAIIAN PUNCH. In the 
following years it brought 
other popular brands into 
its family before con¬ 
solidating them into a 
single subsidiary company 
in 1967. Today RJR Foods, 
Inc. is headquartered in 
Winston-Salem, North 
Carolina, and has 12 
manufacturing plants in 
the United States and 
Canada. HAWAIIAN PUNCH, 
one of the country’s 
leading fruit drinks, is now 
offered in ready-to-drink 
form, as a concentrate and 
as a powdered drink mix. 
Other products include 
CHUN KING Oriental foods, 
PATIO Mexican foods, 
BRER RABBIT molasses 
and syrup, VERMONT MAID 
syrup, MY'T'FINE pud¬ 
dings, DAVIS baking 
powder and COLLEGE INN 
products. RJR Foods Ltd. 
in Canada manufactures 
and markets the CORONA¬ 
TION brand of pickles, 
olives and relishes as well 
as SWING, a fruit-flavored 
drink mix, HAWAIIAN 
PUNCH and CHUNKING 
Oriental foods. 


Robert L. Remke 

Chairman and Chief Executive 

Officer 

James H. Corrigan, Jr. 
President 


1978 


300- 

250 - 
200- 

150- 


Sales 

(millions ot dollars) 

Introduction ot HAWAIIAN 
PUNCH Drink Mix helped in¬ 
crease sales ol RJR Foods. Inc 
22 percent in 1976 Irnm 1975 lo 
a record $264 million. 
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Earnings from operations 

(millions of dollars) 

Earnings Irom operations slipped 
by 3 percent in 1976 Irom 1975. 
largely because ol introductory 
costs to establish Hawaiian 
PUNCH Drink Mix. 
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Presweetened drink 
mix market 

(millions of quarts) 

The sales volume olpresweelened 
drink mixes, shown here in 
reconstituted quarts, has almost 
tripled since 1972. HAWAIIAN 
PUNCH Drink Mix entered this 
market during 1976. 


Consolidation of 
independently-owned and 
company-owned facilities 

(number of facililios, 1968-1976) 

Since 1968 RJR Foods has con¬ 
structed. consolidated and realign¬ 
ed manutactuung and distribution 
facilities lor greater elticiency. 
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Archer 


& 


Starting.in;i.927 as a> 
division supplying "tin toil" 
for cigarette packaging to^ 
R.J. Reynolds Tobacco - • 

Company.RJRArcher,'- 

Inc. hasexpanded its :. 
scopeto awide range of 
industrial and,c6nsumer 
products. Today’ in addl- 
tlon to furnishing wrapping 
materials for RJR cigar .. 
rettes, the company makes 
a complete rangeWjflexi- ; 
bile packaging materlais 
wh i ch are usedijSy some of 
the largest packaged con-;, 
sumer gobdscqmpaniesink 
the wortd. 'Archer Is also 
one of the nation's leading 
suppliers of specialty foil 
and sheet aluminum . i. -j 
products, fip'rtet-foils', ; 
protective vljjyi films and : 
gift wrappings for major 
retailers.'With head-:.' 
quarters In.Winstbn-Salem', 
North Carolina,'Archer has . 
nine plants'ln : North: ' 

Carolina, Ohio,.Tennessee, 
New jersey and England. - 


CarroN G. Tompson 
President find Chief 
Executive Officer'. .- 



1972 1973 1974 1975 1976 “ 



Sales 

(millions ol dollars) 

Sales ol RJR Archer increased?/ 
percent to S / 7(> million in I 976 
horn 1975 .is perloimarice 
recovered tioin recession levels or 
1979 71 1 About tliii'o four//is ol 
tho soli's incirnso came lioin 
volume increases. With tin: 
remainder 1 : 01111111 / hunt 11111:0 n 
creases 


Earnings from operations 

(millions ol dollars) 

I amnir/s horn operations worn up 
Jti peicent to $13 million in 1976 
Itorii 19/5 ns higher revenue:, 
won: stilliciuril to ollsal generally 
higher ninnutactunrig costs 


Capital spending 

(millions ol dollars) 

Cnpilnl spending increased 'ilmip 
ly in 1975 to SIP 3 million and rose 
Io $10.9 million m 197 6 
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Sales to 

Reynolds Tobacco and 
outside customers 

(millions ol dollars) 

Sales In Reynolds luhacco (tower 
per non ol chad) have nucleated 
between 31 percent ,irid 3 6 per- 
cent ol lotul Archer sales fupper 
portion ol chart/, rising Irom $30 
million in 1972 lo $58 million m 
197 6 (33 percent ol lolal 1970 
sales) 


Reproduced with permission of the copyright owner. Further reproduction prohibited without permission. 














Registrar 

MANUFACTURERS HANOVER 
TRUST COMPANY 
Corporate Trust Division 
4 New York Plaza 
New York, New York 10015 

Transfer Agents 

THE CHASE MANHATTAN 
BANK, N.A. 

1 New York Plaza, 14th Floor 
New York, New York 10015 
FIRST JERSEY NATIONAL BANK 

2 Montgomery Street 
Jersey City, New Jersey 07303 
Dividend Reinvestment 

and Conversion Agent 
THE CHASE MANHATTAN 
BANK, N.A. 

Box 283 

Bowling Green Station 
New York, New York 10004 

Stockholder Inquiries. 

Communications concerning transfer 
requirements and lost certificates should 
be directed to either Transfer Agent. 
Communications concerning dividends 
and change of address should be directed 
to R.J.Reynolds Industries, Inc., 
Shareholder Services Department, Box 
2959, Winston-Salem, North Carolina 
27102. 

Common and Preferred Shares 

Listed on the New York Stock 
Exchange (trading symbol: RJR). 

Corporate Headquarters 

Reynolds Building 
Fourth & Main Streets 
Winston-Salem, North Carolina 27102 
T elephone: (919) 748-4000 

Notice of Annual Meeting 

The Annual Meeting of the Company’s 
stockholders will be held in the Gold 
Ballroom of the Hotel du Pont, 11th and 
Market Streets, Wilmington, Delaware, at 
2 p.m. on Wednesday, April 27, 1977. A 
formal notice of the Annual Meeting, 
together with Proxy Statement and Proxy, 
will be mailed in March to stockholders of 
record at the close of business March 1, 
1977. 

Availability of Form 10-K 

On or after March 31,1977, a copy of the 
Company’s Annual Report to the 
Securities and Exchange Commission on 
Form 10-K for the year ended December 
31,1976, will be provided to stockholders 
upon written request to the Secretary, 
RJ.Reynolds Industries, Inc., Winston- 
Salem, North Carolina 27102. 
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